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E^IERGENCY POWER BILL, 



FRIDAY, OCTOBER 11, 1918. 

United States Senate, 

Committee on Commerce, 

Washington^ D, (7. 

The committee met, in executive session, pursuant to adjournment, 
at 10 o'clock a. m., in the committee room, Capitol, Senator Duncan 
U. Fletcher presiding. 

Present: Senators Fletcher (chairman), Vardaman, Shields, Mar- 
tin, Bankhead, Kirby, Nelson, Harding, and Lenroot. 

Present also: Mr. Bernard M. Baruch, chairman War Industries 
Board ; Mr. Frederick Darlington, chief of the Power Section, War 
Industries Board: Capt. W. W. Stanley, executive assistant to Mr. 
Darlington; Mr. Clarence Dillon, War Industries Board; Maj. 
Malcolm MacLaren, Corps of Engineers, United States Army; Maj. 
H. Ley den. Corps of Engineers, United States Army; Maj. C. F. 
Lacombe, Corps of Engineers, United States Army; Capt. A. M. 
Tinsley, Corps of Engineers, United States Army, all assigned to 
the War Industries Board; and Mr. Morris L, Cooke, Washington 
representative of the Emergency Fleet Corporation and executive 
assistant to the chairman of the Shipping Board. 

The committee thereupon proceeded to the consideration of H. R. 
12776, which is here printed in full, as follows : 

[H. B. 12776, 65th Cong., 2d sess.] 

AN ACT To provide further for the national security and defense and for the more 
effective prosecution of the war by furnishing means for the better utilization of the 
existing sources of electrical and mechanical power and for the development of new 
sources of such power, and for other purposes. 

lie if enacted bif the Senate and House of Repre.Hentatires of the United 
States of America i)i Conf/ress aftsewbled, That when used in this Act, unless 
the context shall re(iuire a different interpretation — 

(a) The term "power plant" means a ])lant equii)ped for, and employed 
or intended to be employed in, .sreneratinj;. developing, transmitting:, or distril)- 
uting electric'al or mechanical power, and includes all machinery and appli- 
ances therein contained, together with all lines transmitting or distributing- 
l)ower in connection therewith, and all other property the ownership, use, or 
occupancy nf whicli may be appropriate to or useful in connection with the- 
maintenance and operation thereof. 

(b) The term " i)rivate power plant" means a power plant owned or oper- 
ated by any person, association, corporation, or body politic, other than the 
Unite<l States, for tlie jairpose of generating, developing, transmitting, or dis- 
tributing such power, either for sale or for the use of the oVvner or operator 
thereof or of some other i)erson. 

(c) The word "person" includes natural persons, copartnerships, joint-stock 
companies, voluntary associations and corporations, and the receivers and 
other custodians of the property of any of them. 

3: 



4 EMERGENCY POWER BILL. 

(d) The word "oi)ertttor" means the owner, lessee, or other person in 
general control or operation of any power jilant. factory, or enterprise. 

(e) Tlie term " property *' includes real and i)ersonal property of every nature 
and description, tojrether with any rljrht, interest, or easement therein or 
appurtenant thereto. 

(f) The term "war material" means any material or commodity which, 
in the opinion of the President, it may he necessary or important to i)roduce 
for the purpose of prosecuting the war. 

(g) The term " within the boundaries of the United States" means all lands 
and waters subject for any purposes to the jurisdiction of the United States 
of America. 

(h) The term "war period" means the' time to elapse imtil six months after 
the proclamation by the President of the exchange of ratifications of the 
treaty of peac^. 

Whenever, by this act, any duty is imposed up<m any person it shall he 
deemed to be imposed as well upon all agents, servants, or officers of such 
person in so far as it shall be within the scope of their resi^ective functions. 

Sec. 2. That the President is hereby authorize<l and empowered, within the 
limits of the amounts herein authorize<l, or that may hereafter be authorized: 
Proindcd. That no part of said amounts shall be expended under the cost-plus 
system — 

(1) To construct during the war period at any place or places within the 
boundaries of the I'nited States such i)ower plant or i)ower plants as he may 
deem necessarj' for the purpose of increasing i)ro(luction of war material or 
meeting emergencies arising from war condiiions, and in connection therewith 
to construct within such boundaries plants for the production of gas, coke, 
toluol, benzol, coal-tar products, and any other useful products that may l>e 
j)roduced through or in connection with the coking of coal or carbonizing (»f 
lignite, or througli or in connection with the condmstion of any fuel. 

(2) For the purpose of increasing the capacity or productivity of any lU'ivate 
power plant or plants In connection therewith for the production of gas, coke, 
toluol, benzol, (*oal-tar products, and any other useful products that may be 
produced through or in comiection with the coking of coal or carbonizing of 
lignite, or through or in connection with the combustion of any fuel, within 
the boundaries of the United States to install in any such plant any structure, 
machinery, or appliances that he may deem useful to that end, either through 
agents or contractors employed by liim, or by advancing to the oi)erator of 
such plant funds to be ai>plied to that purpose upon such security and such 
terms of payment of principal and Interest as he may prescribe; to lease the 
machinery, appliances, and structures thus installed or any parts the^reof to 
the operator of such plant for the war period or for such period thereafter not 
exceeding five years, or for any shorter period, as he may deem expedient in 
the Interest of the United States, upon such terms as he may deem reasonable ; 
and to enter into contracts requiring or permitting the lessee to purchase such 
appliances, machinery, and structures, or i)arts thereof, at or before the termi- 
nation of such lease for such amount and upon such other terms as he may 
deem equitable for the protecticm of the interests of the United States and of 
the community served by such lessee. Whenever any such structures, machin- 
ery, or appliances shall have been Installed and until the sale or other dispo- 
sition thereof, the title thereto shall remain in the U^nlted States and shall be 
free and exempt from any liens, mortgages, judgments, or other encumbrances, 
whether created by act of the operator of such plant or by operation of law : 
Proridvd, That a declaration shall be made by the United States thnmgh its 
officer making the installation, and recorded in the office where a mortgage of 
such property would be recorded, declaring the intention to retain the title, 
describing the i)roperty and the place of its location. And upon and durlnj^r 
any default In any payment of any sums due the United States under such 
lease or contract the President shall be empowered at all times to enter upon 
the premises upon which such machinery, structures, or appliances shall be in- 
stalled and there to maintain and to operate them or any of them for the use 
of the United States free from any rent or other charge, or to take pos.«;ession 
of and remove them or any of them from the i)remlses. 

(3) To aid in equipping any private power plant or in expanding any such 
plant to such extent as he may direct, by making advances upon such terms 
AS he may deem proper to the operator of such plant. In order that the 
United States may assume the difference between the cost, such equipment or 
expansion at the time of installation and the value thereof to the operator at 
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the end of the contract period, snch terms may Inclnde an agreement that, 
if at a time provided for therein, which shall not be later than five years after 
tlio expiration of tlie war period, it shall appear that the actual reasonable 
cost of equippin.c: or of expanding sucli plant exceeded a sum fixed in or to be 
ascertained by a method prescribed in such agreement, and If the machinery, 
structures, or appliances constituting such extension, expansion, or their 
equivalent shall have been maintained and operated in accordance with his 
direction, repnynient of the whole or any part of such excess will be waived. 
Such agreement may provide further for determining the amount of such 
excess l>y arbitration or otherwise : Provided, That the powers conferred by this 
sulxli vision shall l)o exercised otily if the President shall deem that the emer- 
gency is such as to render it impracticable or luidesirable to act with respect 
to such plant under any of the other jiowers conferred by this act. 

(4) To acquire l)y any Ivuown metliod of procurement any private power 
plant witliin the Ixmndaries of the United St;ites that the President may deem 
necessary for the prosecution of the war: Provided, 'V\\i\t no plant owned 
or operated l)y a body politic shall be acciuirod without tlie consent of such 
body politic. 

(o) To construct any ])ipe or other transmission lines, or other structures, 
facilities, or ai)pliaFi<-es that he may deem necessary or useful for the purpose 
of i)etter utilizing or of increasing the facilities of any power plant, or of 
combining the facilities or i)ower of two or more such plants, or of better utilizing 
the gas, i)ower, or ])roducts generated by them. 

(()) To maintain. o|>erate, and extend any plant, pipe, or other transmission 
line, or otiier structure, facility, or appliance wliich he shall have constructed 
or acquired pursuant to the provisions of this act, and to deliver the power 
generated and the i»rc)ducts i)n)duced in any such plant to such pers(ms or 
i)ody politic and in such proportions and at such times and at such rates as he 
may deem pn)i>^i*. 

(7) To re<]uire the operator of any private power i)lant within the boundaries 
of the United States to place at the disposal of the l^niteil States or to acquire 
from such operator, during tlie war period, the whole or any part of the power 
generated by such plant: and during such period to transmit or distribute, or 
to require such operator to transihit or distribute, such power to any other 
power i)lnnt or to any other ])ersons for such periods, in such nuuiner and 
quantities, and upcai such terms as he may direct. 

(5) To lease for the war period or for such period thereafter not exceeding 
one year or for any shorter period and upon such terms as lie may deem rea- 
sonable, to any person or body politic for use oi operation by .such perscm or 
!)ody i>olitic, any plant, transmission line, or other property or i^irt thereof, con 
structed or acquire<l pursuant to tlie provisions of this act. 

(J)) In furtherance of any of rlie foregoing purposes, to modify, cancel, or 
suspend any existing or future contracts for the delivery of power to any per- 
son not engage<l In the production of war material or to the extent to which 
lie .shall deem the power contracted for to be in excess of the reciuirements for 
the manufacture of war material by such persons or to which, in his opinion, 
it shall prevent the delivery of power wiiich he shall deem necessary for the 
lu-oduction of war material or greater or more immediate utility. 

(10) In furtherance of any of the foregoing purposes of this act, to acquire 
any property which he may deem necessary or useful for the construction, 
develojunent. expansion, or operation of any such plant or transmission lines. 

(11) To sell or exchange any plants or structures constructed by him and 
any property to which he shall have taken title. au<l any rights acciuired by 
him, whenever in his o[)inion the interests of the Tnited States will be furthered 
by such sale or exchange: rroridcd. That no public right acquired by hiin 
siiall be alienatiMl for any term in excess of five years after the war period, 
upon any terms or <'ondltions other than those prescrilxMl by the sovereignty 
from wliich such public rights shall have been acfpiired : Provided furtlwr. 
That v.henever in the opinion of the -President, any structure or appliance 
which he shall have installed in any private iMiwer i)lant or any structure or 
appliance in any such plant to which he shall have taken title, or any property 
or right which he shall have sicquired from the owner of such plant, shall 
constitute an Integral portion of such private plant, or shall be of such char- 
acter that it would be uneconomical to separate it therefrom, the owner of 
such ]>rivate power plant shall be accorded an option to purchase the same at 
an amount to be asc(M'taine<l either by the agreement or by an arbitration 
wh(»reln the President sliall select one arbitrator, the oiKM'ator a second, and 
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the two thus selected a third, before the same shall be otherwise offenNl for sale 
or exchange. 

(12) To employ in the District of Columbia and elsewhere and fix the <*c)m- 
]>ensation of such attorneys, engineers, draftsmen, accountants, clerks and other 
employees as he ihay deem necessary for tlie execution of tlie jxiwers lierein con- 
ferred : Rrovide(U That such draftsmen, accountants, clerks, and other employees 
shall be appointed from lists of eligibles to be supplied by the (■Ivil Servir-c 
Commission and in accordance with the civil-service law. 

Sec. 3. That the Presdent, subject to the limitation set forth in subsection 
twelve of section two, ;nay exercise the power and authority hereby vested in 
him and expend the moneys herein and hereafter appropriated, through such 
officers, agents, or agencies as he shall create or designate from time to time, 
and may require any such officers, agents, or agencies to iK»rform the "duties 
which he shall impose upon them, and fix the reasonable <'oinpensation for the 
performance of such services. But no official or employee of the Unitecl States 
shall receive any ad<litionnl compensation for such services except as is now 
permitted by law. 

Sec. 4. That whenever any act done pursuant to the provisions of tliis act 
shall constitute a takijig of privj^te prriperty within the meaning of the Consti- 
tution and the laws of the several States, just compensjition shall be made there- 
for in an amount and in the manner to be determined by the President; and if 
the amount so determined by the l*resident is unsatisfactory to the i)erson 
entitled to receive the same, such person shall be paid seventy-five per centum 
of the amount so determined by the President and shall be entitled to sue tlie 
I'nited States to recover such further sum as, added to said seventy-five per 
centum, will make up such amount as will be just compensation therefor, in 
the manner provided for by section twenty-four, paragraph twenty, and section 
one hundred and forty-live of the Judicial Code. 

Sec. 5. That the i)rovisions o:' section three hundred and fifty-five of the 
Kevised Statutes shall be inapplicable to the accpiisitiou of real })roi)erty under 
the provisions of this Act. Within three months after su<-h acipusition a 
descrii)tion of the proi)erty nc(|uired and of the extent of the interest ac(piired 
therein shall be filed with the War I)(»partment and .in the office in which, 
by the laws of the State. Territtn-y, District, or i)oss(»ssion wherein the proi)erty 
is situated, it is provided that instruments affecting tlie title to real proi>eity 
shall or niMy be recorded. 

Sec. G. That no structure affecting the navigable capacity of any navigable 
waters of the United States shall be constructed or in.stalled under the pro- 
visions of this Act until the plans therefor have been approved by the ('hief 
of Engineers and the Secretary of War, or such other bc^dy as may be 
authorized by Congress. 

Sec 7. That any jierson who shall knowingly neglect or refuse to comply 
with any order or recpiisition authorized by the i)rovisions of this Act and 
made by the President or by any officer, agent, or agency whom he shall have 
designated or created pursuant to the provisions of section three here(»f, or 
who shall knowingly obstruct or jittempt to obstruct the enforcement of or 
the compliance witli any such re(|uisitioii or onler, or who, by means of any 
false statement or fraudulent representation shall induce or jittempt to in- 
duce the President or any such otticer, agent, or agency to lend, advance, or 
provide any moneys, or to provide or install nny i)roperty, or to enter into 
any contract or to perform any other jict authorized by the prvisions of this 
Act shall be i)unished by a fine of not more than .$r).()(H) or by imiu-isonment 
for not more than two years, or by both such fine and imprisonment. 

Sec. S. That the President may retain any lu'operty and operate any plants, 
tnmsmission lines, structures, facilities, or appliances C(aistructed by the 
I'nited States under the provisions of this Act for sucli time as he may deem 
iie<*essary or advisable for the lairpose of selling or otherwise disposing 
thereof. 

The contract for the installation ol- any structure, facilities, or appliances 
by the rnite<l States may provide that if. at the termination of the period 
provided by the contract relating thereto, or of such extension of the time of 
payment therein provided for as in furtherance of the interests of the I'nited 
States, the President may deem it exi)edient to grant, the owner of any plant 
or transmission line in oi* upon which any macliinery, appliances, tu* struc- 
tures shall have been installed pursuant to the provisions of sul>divisions two 
and three of section two Ijereof, shall have failed to pay to the I'nited States 
the value of such installations and all rentals or other return due for the use 
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thereof, oi* shall have failed to provide for the payment thereof upon terras 
satisfactory to liini, or shall thereafter default in such payments, the Presi- 
dent may acquire title to such power plant and may thereafter sell it or main- 
tain and operate it for such time as he may deem necessary for the purpose 
of protecting the interests of the United States. 

No power plant, equipment, structures, machinery or ai)i)liances shall be 
constructed, acquired, increased in prodiictivity, equii)ped, or expanded, nor 
shall funds be provided or advances made for these i)urposes excei)t durinj? 
the actual continuance of the war and for the purpose of carrying: on the war. 

Except as is herein otherwise provide*! all other authority jrranted to the 
I*resident by the provisixms of this act slutll coase at the termination of the 
war period, but the termination of su<'h a\itii(»rity shall not atToct an.y contract 
executed, agt done, or any ri^ht or oblJ.ir;ition accruing' or accrued, or any suit 
or proceeding: had or commericed under tlie tei-ms of this act pri(»r to such ter- 
mination; and any oftense conmiitted or liability incurred prior tiiereto may 
be prosecuted- in the same manner and with the same effect and shall be sub- 
ject to the same penalties as if such authority had not terminated. Nor shall 
the termination of such authority prevent the collection of any n.ioney? due the 
United States, or the snle or other dispositi(»n of any proi)erty which it shall 
liave constructed or acquired pursuant to the provisions of this act. 

Skc. 9. That all administrative expenses incurred in the exercise of the pow- 
ers herein conferred shall be allowed and paid on the presentation of itemized 
vouchers therefor ; and in order to defray such expenses there is hereby author- 
ized to be appropriated the sum of $150,000, to be paid out upon warranto 
drawn on tlie Secretary of the Treasury l)y the I*resident or by any officer, 
agent, or agency whom he shall have desi.u:nated or created for that purpose 
pursuant to the provisions of section three hereof. 

For the purpose of construction, acquisition, maintenance, and operation of 
plants, transmission lines, and other material and property which the Presi- 
dent is hereby empowered by the provisions of this act to construct or acquire 
and of providing funds pursuant to the provisions of subdivisions two and 
three of section two hereof, there is hereby authorized to be appropriated the 
sum of $175,000,000. 

All revenues derived from the sale of any product of any plant or i)roperty 
whi(!h shall have been constructed or acquired i)urs\iant to the provisions of this 
act, or from the lease or operation of any such plant, i)roperty, or transmission 
line, shall be available for the maintenance and operation of such plant, prop- 
erty, or transmission line; and all revenue in excess of the expense of such 
maintenance and operation and all sums received upon the sale of any property 
constructed or acquired pursuant to the provisions of this act or in repayment 
of any funds expended or x>i*ovided imrsuant to the provisions of subdivisions 
two and three of section two hereof shall l)e deposited and covered into the 
Treasury. 

Sec. 10. That not later than the first Monday in December in each year the 
President shall cause to be submitted to the ('ongress a detailed report of all 
])r()perty constructed, acquired, or installed, of all moneys loaned or advanced, 
a list of all persons employed under the authority of this act. and all receli>ts 
and expenditures made pursuant to the iiowers conferred by this act. 

Sec. 11. That this act shall be known as the " emergency power act." 

Sec. 12. That if any section or provision of this act shall be invalid f(»r any 
reason whatsoever, the invalidity of such section or provision shall not be con- 
.strued to affect the validity of any other section or provision thereof. 

Passed the House of Representatives October 1, 1918. 

Attest : 

SoxTTH Trimhle. Clerk. 
By J. C. SoiTTH, Chief Clerk. 

The Chairman. Yesterday the committee took up the bill and con- 
sidered it some time and discussed it quite a good deal, and finally, 
on motion, asked Mr. Baruch to appear this morning to go over the 
matter somewhat more in detail, and especially with a view to speci- 
fying the different possiblities of devejoping power and locating the 
requirements as far as possible and giving in each instance the 
amount that was estimated should be furnished. 

We have before us, of course, the report on this bill, and at pages 
10, 11, 12 and 13 appears a statement which perhaps was intended 
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to cover what the committee had in mind. But that statement was 
made August 30, 1918, and it is pretty broad and pretty general. 
For instaiice, when it comes to items it deals with power districts, 
the first item being Philadelphia, Chester, and adjacent territory; 
the next item being the State of New Jersey; and th6 next item 
western Pennsylvania and eastern Ohio, Youngstown, Akron, Can- 
ton, Wheeling, Connellsville, and adjacent territories; the next, Bal- 
timore, Lancaster, and adjacent territories; the next, Wilmington, 
Del., and vicinity. Then comes the Pennsylvania anthracite region, 
and the next is the New England States ; then the Southern States ; 
then miscellaneous smaller power system scattered in Easterri and 
Middle Western States; and lastly the Pacific slope, west of the 
Eocky Mountains. These are pretty broad regional designations, and 
the committee felt like we ought to have some specific information as 
to what you had in mind. 

I believe that states in a general way the views of the committee. 

Mr. Baruch, will you make a statement to the committee ? 

STATEMENT OF MB. BERNABD M. BABUCH, CHAIBMAN WAB 

INBTJSTBIES BOABD. 

Mr. Barucii. Eeferring to Senator Nelson's suggestion of a mo- 
ment ago, before the committee came to order, we have projected this 
as essential for war production, and while we have looked into this 
water power at the Great Falls in the Potomac, that is not u war 
measure. There is enough power here in Washington to carry on the 
operations of the war. ' 

Senator Nelson. Here you are using some power for Alexandria, 
Va. If you develop the power at Great Falls you could get power 
from there for Alexandria. 

Mr. Baruch. That would be a very large development, if that is 
undertaken, and part of the purpose in getting the project at Alex- 
andria, Va., was that it would take some of the surplus power from 
Washington that is now here and take it down to Alexandria. 

Senator Bankhead. You could not develop that power up there 
under two and a half years and do it properly. 

Mr. Baruch. None of this development is contemplated beyond the 
winter of 1920. Is that true, Mr. Darlington? 

Mr. Darlington. It is for use during the 3^ear 1920. 

The Chairman. I noticed in this estimate: 

This known incren.se of capticity tliat should he avaihihle prior to the winter 
of 1918-19, tlie cost of which is included in the estimate of $138,000, 427, is 
1,233,000 horsepower. 

Of course, you can not get anything readv for the winter of 
1918-19? 

Mr. Darijngton. Very little of this will be for the immediate 
winter. 

The CiiAimiAN. Mr. Baruch, have conditions changed since this 
estimate went in August 30, 1918, so that there is a question whether 
you need this appropriation or not ? 

Mr. Barucii. What do you mean, the war conditions? 

The Chairman. Yes. 

Mr. Baruch. I do not think we ought to consider they have 
changed at all until the thing is finished. If we should proceed on 
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the theory that they have changed, we might easily get into the posi- 
tion where we could get beaten. I think it is a mistake to figure on 
anything else except the war's going on to a final determination and 
until we have the enemy licked good, and I think that to let up in 
any particular would be a great mistake. That idea would go right 
on through the body politic that somebody in governmental life be- 
lieves the war is over. 

The Chairman. What would vou sav, then, as to the after-war 

ft ft^ / 

conditions? Suppose our troubles cease by the spring of 1919. 
Would this money be wasted that you have put into this thing? 

Mr. Barucii. I would like to make this general statement that we 
believe that with this money, which will practically cover all of the 
expenditures that will be necessary, we will be able to make trades 
or contracts with the various lighting and power companies that will 
protect the Government to the extent that, I believe, that very little 
of this money, if any, will be lost, but the most of it will come back 
into the Treasury of the United States. The theory of this bill is 
that we will have enough money to do all of this work ourselves, if 
we can not get the corporations to come into lino. 

If we have the full amount of that money, we can make trades, 
as I say, that will enable us to save a great deal, if not all, of the 
money. Ther6 is bound to be some war wastage, but the more money 
we have the better trades we will make and the niore'monev we will 
save and the less monev will be lost. 

Senator Harding. Do vou mean by that that vou mean to finance 
some enlargements? 

Mr. Barucii. We intend to finance some enlargements, yes, and 
the theory of it being that so far as it is possible we will get the 
existing corporations to go ahead Avith their improvements and to 
furnish and advance money on the best terms we can, but we will be 
in the position to say to them, " If you do not do this, we will do it all 
ourselves." 

Senator Vardamax. How long do you contemplate that the proj- 
ects that could be promoted under this bill would enable you to 
realize upon the investment? 

Mr. Barucii. Some of them not before lOtiO. 

Senator Vardamax. How manv would vou be able to realize on in 
six months? 

Mr. Barucii. By " realization " you mean oetting the power or 
getting the money back? 

Senator Vardamax, Getting the power out ; that is what we want 
now. 

Mr. Barucii. You said " realize." 

Senator Vardamax. The investment is l)eiiig made now to prose- 
cute the war? 

Mr. Barucii. Yes, sir. 

Senator Vardamax. When I used the word " realize " I meant the 
power that will promote the prosecution of rhe war. 

Mr. Barucii. Mr. Darlington, will you answer that about per- 
centage ? 

Mr. Darlixotox. I want to say, in answering that, to start with, 
that this delay in power has been so great that we are suffering on 
war production more than most people can realize — more than I can 
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measure — by actual shortage of power to-day. We are having war 
production stopped in the New Jersey district, in the Pittsburgh 
district, in the Baltimore district, and very largely in Georgia. 

Senator SniELDSi Can you be a little more specific and refer to 
plants, so that we can get right down to what is pertinent to tliis 
business? Do not deal in districts and territories. 

Mr. Darlington. I can not give you exactly the proportion that 
would be available within six months, but, to answer the specific 
question, there are a good many of these items in the smaller ones 
that would be available in six months; it is impossible to get the 
larger ones in six months — the construction required, the material 
and labor I'equired. 

Senator Bankhead. In your view, do you contemplate developing 
any new water powers under the provisions of this bill ? 

Mr. Darlington, There are some new water powers in this esti- 
mate. 

Senator Kirby. Where are the new projects? 

Mr. Darlington. There are some in Pennsylvania only, I believe. 

Mr. Baruch. They are in connection wnth existing corporations. 

Mr. Darlington. There are also some in California, in connection 
with existing corporations. 

Senator Kirby. What are you doing there that requires this power 
house — that is* a new proposition? 

Mr. Baruch. The question the Senator asked is this: What are 
we doing that will require this additional power development ? 

Senator Kirby. As a nev: proposition, how many are there who 
have not begun at all ? 

Mr. Darlington. Increasing the business with the Bethlehem 
Steel Co. and increasing the business with the Midvale 

Senator Kirby. Those are not new propositions, are they? 

Mr. Darlington. They are to increase the procluction. 

Senator Kirby. Have they not already got power plants? 

Mr. Darlington. No, sir;. not sufficient by a very large amount. 

Senator Kirby. But why are they not able to finish it, with the 
Government furnishing all the monev thev can to buv materials? 

Mr. Darlington. They have not got the money. The power com- 
panies have not the funds to meet the increase in production that is 
going on in the coal-mining country, in the anthracite district, to get 
a greater output. 

Senator Kirby. Are you develo])ing a new field ? 

Mr. Darlington. No; but we are developing a greater production, 
which calls for more material. 

Senator Kirby. With the company already in operation ? 

Mr. Darlington. Yes; with the company already in operation. 

Senator Kirby. They need considerable development? 

Mr. Darlington. Yes. 

Senator Kirby. What is the present development and output of 
the coal company you have in mind particularly? 

Mr. Darlington. I can not give you the figures on coal. I am not 
in that. The western Pennsylvania field and in the soft-coal regions 
we are short of power, so short of power out there that many indus- 
tries have to shut down and office buildings are going on 10 o'clock 
operation because w^e have to deliver power to the mines in the coal 
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districts. The steel industries and other industries of Pittsburgh are 
suffering for power. Big war-munitions plants are shut down for 
lack of power and increasingly so. 

Tlie Chairman. Where do they get their power now? 

Mr. Baruch. From existing corporations. 

The Chairman. Water power or steam power? 

Mr. Darlington. Steam power. 

Senator Harding. Is not the slackness of Bethlehem due as much 
to the lack of human agencies as it is power? There is a shortage of 
latxu- and housing in Bethlehem? 

Mr. Darlington. They are also short of power. 

Mr. Baruch. You are quite correct about that, Senator. There is 
difficult}' in regard to getting enough labor and about getting houses. 
But generally in these districts the lack of power is due to increased 
production that has been put upon these various war industries by 
the demands of the war program. 

Senator Hardinc;. Taking* Bethlehem as a specific example: It 
furnishes, does it not. its own power? 

Mr. Daklington. Onlv a small part of it. 

Senator Lenrcot. But has not the Bethlehem Steel Co. gone ahead 
with a very large expansion of their plant ? How does it come, then, 
that they have gone to this large expenditure for increasing their 
plant without a tliought of where the power was coming from to 
operate the plant? 

Mr. Baruch. Nobody thought of this proposition of power. Sen- 
ator, until the last six months, because every man thought all he had 
to do was to turn on the switch and get the power. They have 
turned on the switch and the barrel is getting dry; there is not 
enough in the barrel to supply everybody who wants it. That is a 
fact. Take Norfolk and all of our great centers where we have estab- 
lished war activities. People there have gone ahead and forgotten 
about the question of power, and they have gone ahead and forgotten 
about the question of roads and of Water — and it is just as important 
to get the water for the people and provide them electric light and 
power as it is to get cantonments for the soldiers. But they have 
overlooked those things. 

Senator Kirby. Conceding all that, which is obviously true, at 
Norfolk you have these new industries 

Mr. Baruch. The war activities are not really industries. 

Senator Kirby. I mean " activities." And you have got to have 
more power? 

Mr. Baruch. Yes, sir. 

Senator Kirby. You are using the power that had already been 
developed there. Coidd not that be expanded? With the Govern- 
ment taking and using the power and paying for the output, why 
could not the people there lurnish the power required by this de- 
velopment without this money? 

Mr. Baruch. They have not got the credit, In some instances 
now we are meeting the situation by getting some of the departments 
to enter into contractural relations to buy so mam' kilowatts per 
year or to advance money. We have gotten the departments to do 
that to some extent in Norfolk to relieve the situation there, but 
they say it is not technically legal. But the situation became un- 
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bearable, so that the port at Norfolk would have been closed to de- 
barkation unless we furnished the power and provided the water for 
the people to drink and the roads so that they can have transporta- 
tion. 

In Pittsburgh there has been some arrangement by the Ordnance 
Bureau of the War Department buying so many kilowatts of power, 
but that has only been to a small extent. 

I have been endeavoring for months to get the situation relieved 
by direct legishition, and if that failed to get it by indirect action. 

In northern New Jersey we have a situation there, that apparently 
being the only place where Mr. Ford could put up a plant for his 
Eagle boat erection, and there is a shortage of power there. The 
whole program there shows an enormous shortage of poAver that we 
will not be able to get through this winter. 

Senator Harding. All this is emergency j^ower, as I understand it* 
for war purposes i 

Mr. Barfch. Yes, sir. 

Senator Harding. Is not the quickest relief obtainable by the erec- 
tion of a steam-making plant right on the job. and is not that the 
speediest thing to do ? , . 

Mr. Baruch. In some instances. Senator, it is. But under this 
bill it is contemplated that we shall take whatever action is speediest 
and most economical to protect the Government's investment. There 
is no fixed plan under this bill nor any fixed procedure or any method 
of financing. But we are going to use the best intelligence and 
knowledge we have to meet each situation differently. 

The Chairman. For instance, what would be your idea about the 
Bethlehem Steel Co. ? 

• Mr. Baruch. The Bethlehem Steel Co. would not be a party to a 
contract of this kind unless they had a power plant which they 
wanted to enlarge. But the Bethlehem Steel Co. and practically all 
of these great corporations take their electricity from plants supply- 
ing the locality. 

The Chairman. That is one instance you give where they need 
more power. How would you propose to do it ? Would you put up 
a plant yourself ? 

Mr. Baruch. If that were necessary, yes. If we could not do it 
any other way, yes. And that is the reason we ask for so much 
raoney, because we want to be in a position to say, '' We will do this 
ourselves, unless you, Mr.- Corporation, will do it on reasonable and 
fair terms yourself." 

Senator Vardaman. Really, do you think there is any probability 
of the Bethlehem Steel Co. or any other plant doing it upon their 
own responsibility Avhen the Government could make the investment ? 
Do you think they would refuse to do it if they rely upon the Govern- 
ment to incur this additional expense? 

Mr. Baruch. We would not make these contracts with a concern 
like the Bethlehem Steel Co. But we would enter into a contract with 
a corporation which was supplying that field. And I want to say 
that is the reason we have asked for this large sum of money, because 
we can say to the corporation that is supplying the Bethlehem Steel 
Co., " If you do not operate your plant on proper and wise and decent 
principles so as to supply power at a fair price we will do it ourselves, 
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and if we have got this money we will be able to make contracts that 
we could not otherwise do/' 

Senator Harding. Let us take another angle of that right there: 
Suppose I am in the power business, and I want to do the patriotic and 
helpful thing, and I see your requirements and I am willing to double 
the capacity of my plant for the war situation alone. Do you take 
into account the probabilities of the future, when this war demand 
has gone and this investment becomes a perfectly useless one? 

Mr. Baruch. If a man came with a proposition like that, I would 
sit down and take up the question on its merit, and if the facts were, 
as they are in most cases, on account of the increased cost of erecting 
these plants, we would assist him, agreeing to put up so much of the 
money and protecting the Government by a contract which would per- 
mit the Government to get its money back on some kind of an ap- 
})raisal that was made at a certain time after the war, and that is 
the reason I have asked for as long a time as I have. But I would 
make a trade with the man that was fair and jiist. So far as he was 
fair and just I would treat him in that spirit. But I want to be in 
a position to say to him, " If you do not do what is fair, we will have 
to do this ourselves." 

Does that answer your question, Senator? 

Senator Harding. Yes. 

Mr. Dillon. I think the Senators would like, Mr. Baruch, to hear 
from you as to why this bill was asked for. As a matter of fact, 
in the beginning, Mr. Baruch tried to have the companies all finance 
themselves as this shortage of power developed. The companies were 
sent for and were told more power was needed, and the question was 
taken up with them direct to extend their facilities. These com'- 
panies — or a great number of them — from various districts said they 
could not put up enlarged plants on account of the increased cost and 
on account of their inability to finance the matter, which seemed 
reasonable. 

Then the bankers of these power companies were examined in a 
large meeting. We took the matter up individually and collectively, 
and the bankers said they could not finance the power companies 
at the present time on account of the condition of the money market 
and the high price of construction. Then we took up individual 
cases to see if we could work out, first by inducing the company to 
put up the mone3% with the bankers helping them, and we found it 
impossible on account of the high cost of construction and the condi- 
tion of the money market to do that thing in any way. And it was 
after this long study and many conferences trying to get the com- 
panies to do th^ir own financing that we finally came to the conclu- 
sion that we would have to get some sort of a bill like this or the 
])ower would not be available. 

That answers something you have in your mind. You said : " Why 
did not the companies do it themselves? " 

Senator Kirby. Just there, is it not, roughly speaking, already an 
accomplished fact that practically all of the program for carrying 
on the war is about made up and the contracts let for the production 
in quantity, without any further expansion and development of new 
projects? I mean, we have got so much aircraft projects already 
contracted for; we have got so much munitions in the way of ord- 
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nance and rifles and ammunition, guns, and all that sorf of thing* 
contracted for on a broad scale to supply an army of 4,000,000 men ?' 

Mr. Baruch. Yes, sir. 

Senator Kirby. Do you need more new projects to carry out these 
developments? 

Mr. Barucii. My answer is that you have ordered them, but you 
will not get them produced. There are two important factors, as I 
view it, labor and power. 

Senator Kirby. I realize that is all true, too. But with this scheme 
in mind and with all the contracts made, then you ought to be able ta 
see where you are going to do it, and if the contracts are already 
made it would indicate that new projects were not so necessary as if it 
was a new development. 

Mr. Baruch. That is partly what forced us to this bill. We real- 
ized, after study, that the orders that were given would not come 
through if we did not get the power to furnish to these factories to 
make the production. It is all right, you kuQw, to put in a facility 
and give an order, but that does not mean that you are going to get 
the stuflF. You have seen that already in some matters. 

Senator Kirby. You have got to take into consideration the abilitv 
of the party to perform the work. Of course, it is proceeded with 
that way generally. I assume. I want to know if we have the whole 
matter laid out with so much of this and so much of that contracted 
for and coming through in reasonable quantity to confirm the view 
that we will have it on time ; if so, then what was the necessity for- 
all this? 

Mr. Baruch. That is exactly the point. This is the necessity to 
get that program through. There is a civilian need that is just as 
neces^sary as the war need. You have got to liglit the houses of the 
people and you have got to warm them. Our top priority is coal for 
domestic purposes. You have got to take care of the civilian people. 
You must keep them in health and sustain theui, and that is as im- 
portant as anything else. We could take the power away from the 
street railroad properties, but you can not do that. The electric car 
has got to be furnished with power. After going in and making a 
study of conditions in congested districts — whether it was wise or 
unwise to place these orders there or not, that is over the dam, be- 
cause they are placed there — we want to be certain that these orders 
are going to get through on time. We felt from a study of the situ- 
ation that they would not get through because of l^ck of power. 

A man will take a contract for shells, we will say, in Philadelphia, 
relying upon the fact that he can go to the public utilities corpora- 
tion and get Jiis power. But there is not enough power in Philadel- 
])hia to carry through our whole program; and so it is with the^e 
various localities which we have drawn attention to in this statement. 

Senator Kirby. I realize the force of your statement that with the 
power in your hands and the ability to produce that you can make a 
better contract with the fellow who already has a power plant. But 
what I did not get at was, what "was the necessity for building the 
])lants or making new projects when we had already gotten so far 
along on tKe program? 

Mr. Baruch. Tn the progi*am, but the program is short this way, 
that we have not got the electric power to carry out the program. 
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Senator Lenroot. Has not this whole program been based upon 
the electric power furnished by public utilities? 

Mr. Baruch. Existing plants ; yes, sir. 

Senator Lenroot. And has there been any consideration whatever 
of the ability of these contractors, like the Bethlehem Steel Co., to 
put in power plants of their own ? 

Mr. Bartjch. Yes, sir. 

Senator Lenroot. I do not find anything of that kind in the House 
hearings. The Bethlehem Steel Co. is financially able and has the 
credit to supply its own power, has it not ? 

Mr. Baruch. No, sir. 

Senator Harding. They borrow a great deal of money ? 

Mr. Baruch. I say no directly. But I would not want to have 
this go into the record. 

Senator Harding. Are we not drifting 

Mr. Dillon. If they put up their own power plant they would not 
get it up in time. The only way the Bethlehem Steel Co. can get the 
power in time is by increasing existing facilities. 

Mr. Baruch. That is correct. 

Senator Nelson. Here is one point that occurred to me: and that 
is you ought not to go into any new development of power here unless 
that power could be protected and utilized for war purposes within 
the period of the war. 

Mr. Baruch. You are quite right, sir. 

Senator Nelson. What would be the use of going into a power de- 
velopment that could not be completed and utilized until a year from 
now, except that you would be helping a lot of these private com- 
panies. Now, in all human probalnlity the war can not last over an- 
other year, and if you are limited to improvements that were made in 
powers that could be utilized within that period. 

Mr. Baruc Ti. I would like to answer that in this wav : We did not 
see how in human jirobabilities Germany could hold out as long as she 
has held out. I do not think it is wise — this is my own personal 
opinion — for us to contemplate anything except preparing for a 
war to the finish, and to put in the hands of our soldiers the things 
that will be necessary to carry the war to a finish. If we went on 
any other basis, we might limit our whole preparation. 

Senator Nelson. No; but what do you think about going into the 
development of a power that could hot possibly be utilized for less 
than two years? 

Mr. Baruch. The only Avay we can get the materials that we 
want is to do it in this way. Of course, if the war ends to-morrow, 
we do not spend any of this money: if the war goes on for several 
years, we have got to have this power to carry it to a successful 
determination. 

Senator Nelson. \Aliat are your plans where you htAp these com- 
l^anies to get additional power? What are you going to do to recoup 
the Government? Are you going to give it to them as a gift? 

Mr. Baruch. No, sir. 

Senator Neijson. What are you going to do? 

Mr. Baruch. We will make a different trade with each concern. 
I must say from my personal experience with a good many corpora- 
tions that I think they have been trying to meet this situation fairly 
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and squarely, but it is due to a lack of credit that they have not done 
these things themselves, and in each instance where we advance money 
we advance it on the terms Avhere we can best protect the Government 
in this advance. 

Senator Shields. Do you consider the plan of advancing the money 
to those who need it to make these improvements instead of the 
Government making the improvements ? 

Mr. Baritch. Oh, yes, sir. That is the contemplation; we will 
advance the money and it will be an obligation of these companies. 

Senator Nelson. Will you take their obligations for what yoii 
advance ? 

Mr. Baruch. Of course, we will. I do not see how else we could 
do it. 

Senator Lenroot. ilr. Baruch, does not the bill prohibit advancing: 
money in that way unless it can not be secured in any way? 

Mr. Baruch. tJnless it can not be secured in any other way? 

Senator Lenroot. So that is onlv a last resort under the bill — the 
advances to the companies? 

Mr. Baruch. Yes. I would like you to ask that question again. 

Senator Lenroot. You were speaking about advances to companies 
and taking securitv- I say, under the bill which is before the com- 
mittee, it is only permitted if the installation can not be secured 
either by the Government itself building a plant or building an addi- 
tion to a plant, is not that so? 

Mr. Baruch. I do not think that is my understanding. 

Mr. Dillon. Is it vour understanding the Government should do it 
first? 

Senator Lenroot. On page 5, subdivision 3, line 18, it reads: 

To aid iJi equipping any private power plant or in expanding any sucli plant 
to any sucli extent a.s he may direct, liy malving advances upon such termsas he 
may deem proper — 

And then- 
provided that the i)o\vers conferred hy tliis sulxlivisiou ^hall ])e exercised only 
if tiie President shall deem that the emergency is such as to render it impracti- 
cahle or undesirahle to act with respect to sucli plants under any of the otlier 
powers conferred hy this act. 

The Chairman. The proviso is the only limitation? 

Senator Vardaman. Mr. Baruch, I understand that the money ap- 
propriated under this bill is to be'used for war purposes. Do you not 
think that it would be consumed and that the Government Would get 
nothing back for it after the war is over, and whatever you may get 
out of these that were established, do you think that would be just 
about that much clear to the Treasury — it is an appropriation of $175.- 
000,000 — that whatever the (Tovernment may get for those plants after 
the war is over will be just about that much saved to the Government? 

Mr. Baruch. I believe that under this bill a very large proportion 
of the $175,000,000 will come back to the Government. This $175,- 
000,000 will not be a war wastage. 

Senator Vardaman. You do not think it will? 

Mr. Baruch. No, sir. 

Senator Vardaman. You do not think these improvements being 
made will be taken by the private companies by which they are 
operated, or in connection with which they are operated, after the war 
is over at just what the Government can get— as a sort of old junk? 
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Mr. Baruch, I do not think that will be so. 

Senator Harding. Let us hope so. That is where I am sticking on 
this bill. That is what, I want. If I can be assured of that, I will 
vote for this bill. I do not mean that they shall be sold for junk. 
I am in doubt about this bill, because, under the authority granted, the 
Government has gone into the power business, and I am opposed to 
that. 

Mr. Baruch. The theory of that is not that. Senator. The theory 
of it is that we will be able to protect the (lovernment's money that 
we put in there so we will not be at tlie mercy of the corporations, nor 
ilo I want the corporations to be at the mercy of the Government. 

Senator Harding. Do not misunderstand me. I think I see your 
]:)urpose. But under the powers granted, the Gov.ernment can do it. 

Mr. Baruch. I think all j^ower is simply a question of whether it is 
wisely used or not. If you abuse it, you can not keep it. 

Senator Lknroot. Under the plan of the bill, Mr. Baruch, the Gov- 
ernment will own all of the facilities, all of the plants, any part of a 
]>lant that is to be expanded, unless the President shall determine that 
it shall not be done that wav, and then he mav make an advance; 
is not that true? 

Mr. Baruch. Yes, sir. 

Senator Lenroot. So that it will be (irovernment ownership of prac- 
tically everything ? 

Mr. Baruch. If the Government is forced into it that way. 

Senator Lenroot. Xot forced. The President must do it, unless he 
can do it that way under the bill. 

Mr. Baruch. The bill was amended in the House, and under the 
original provision we Avere not forced to do that. 

Senator Lenroot. Was the proviso put on? 

Mr. Dillon. The intention is that the Government will own the 
plant as the last resort. 

Senator Lenroot. It is not that way now: it is just the i-e verse. 

Senator Shields. Here is the information I want. I am asking it 
not for the purpose of being controversial, but to get the facts. You 
have, of course, gone over this entire matter and got a grasp of it, 
and, I think, a very fine one. But I understand you to say these con- 
tracts for future slipplies have all been let and the program is prac- 
tically completed, but it has developed that some of the contractors, 
for want of power will not be able to fulfill that contract, and that 
tliese contractors themselves would be willing to make these exten- 
sions and develoi)nients if they had the money, but they have not 
got it. Would it not be best for the Government to finance those 
contractors with the money, properly secured, and let them make the 
expansion, and they would own them after the war, rather than the 
(xovernment to make these developments and own them after the war. 
Of course, the Government can not continue it ; the (lovernment can 
not go into that business. You do not want to make any ])rovision 
for it to do that and, as a matter of course, that would have to 
be disposed of and these contractors would buy it in for a great deal 
less than its value; and then, again, if the Government builds it, it 
always is at about 40 or 50 per cent more cost than where an indi- 
vidual builds it. AVhat do you think about financing them instead of 
the Government making the constructions? 

S71.35— IS -J 
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Mr. Baruch. It Avill amount to the same thing, only 1 think this 
way we will have a better chance of getting our money back. 

Senator Shields. I thought if the Government financed it, yoii 
would have the loans secured in advance, and then there would not 
be any necessity of getting your money back. 

Senator Vardaman. Mr. Baruch, may I ask, just in connection 
with Senator Shield's interrogatory, whether the prices which the 
Government has agreed to pay for these things is not adequate to 
justify these private companies going to the additional expense, if 
the Government should extend the credit to them ? 

Mr. Baruch. No, sir; a private contractor who contracts for muni- 
tions does not own his power plant. He takes his power from a 
public utility, and .then you are asking him to go into a business 
that he is not fitted to go into. 

Senator Harding. That is only true, Mr. Baruch, in a certain per- 
centage of cases, is it not? Every plant in my town on war suppliei^ 
has its own power plant. I noticed you have an estimate for 
Bucyrus. I know Bucyrus very well ; I live only 18 miles from there. 
And I do not know of a plant in Bucyrus of any consequence that 
does not have its own power plant. 

Capt. TiNSLEY. One power plant there had increased the size of its 
plant 60 per cent, and that was as far as they could finance them- 
selves, and then they were through. 

Senator Harding. Does not the American Clav Machinery Co. 
have its own power plant? 

Capt. TiNSLEY. No; they do not. They have a very small power 
plant, if any at all. They get practically all of their power from the 
local companies. 

Senator Shields. Would that power utility company that is fur- 
nishing that plant with power further increase their ability to fur- 
nish power if they had the money? You say they have exhausted 
their credit? 

Capt. TiNSLEY. The plant that you refer to is built practically in 
town, and there is a very small supply of condensing water there: 
so that it would not be practicable to enlarge that local station: and 
the owners of that plant had gone the limit, and they were willing 
to go out of business, turn it over to anybody that could finance it : 
and there was practically a deal made for the concern that operates 
at Mansfield; Ohio, to run a transmission line from its ])lant, to en- 
large the Mansfield station, and interconnect with the transmission 
line going from Shelby to Tiffin. 

Senator Shields. I did not quite understand that. Do you mean 
that they can not extend that plant for want of land in town on 
which to build it ? 

Capt. TiNSLEY. No; the limiting features there are the want of 
real estate, and also the lack of supply of condensing water. 

Senator Shields. Would not that lack of supply exist as to any 
Government plant that might be constructed ? 

Capt. TiNSLEY. You could not increase the size by making it a 
Government plant, of course : you would have to increase the size of 
some of the neighboring plants, and furnish the power from there. 

Mr. Baruch. You understand — from the plant at Mansfield, Ohio, 
for example. 
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Senator Shields. That is an entirely diflFerent plant ? 

Mr. Baruch. He said they would not increase the size of this plant, 
but the way they would do would be to go to a neighboring plant and 
build a transmission line from there. 

Senator Shields. What I am trying to get at is, does the inability 
to get any real estate contiguous to this plant cut any figure at all? 

Senator Harding. I can not understand why the American Clay 
Machinery Co., a very prosperous concern and one very eager to get 
into the manufacture of war munitions, could not, within 30 days, 
install a plant with its own resources — that is right in the Hocking 
Valley; and I do not see why they could not have their own plant 
inside of 30 days. 

(^apt. TixsLEY. They could net get the machinery inside of a year. 

Capt. Stanley. There, are two objections to that. The smaller- 
sized generating units are very short. War munition plants have 
taken up practically the available supply of little units, the very 
small units. Then as you go to the ones a little larger, you get into 
the size of units that are used for construction of the shipping fleet. 
They are using practically the entire output of the country now, in 
electrical machinery of that size, to equip the Emergency Fleet 
The situation is easier in regard to the bigger units than it is in re 
gard to those smaller units. Xow, we believe that if you were to try 
to put in little units in every plant that needed power, you would 
enormously increase the use of coal in the country. And we have not 

got the coal. 

Senator Harding. Let me interrupt you there. You do not think 
the Mansfield, Ohio, plant, in this particular case, is going to furnish 
you water power, do you ? 

Capt. Stanley. Xo; it is going to furnish coal or steam-power; 
but in a bigger plant it is necesvsary to furnish a great deal less coal. 
You would have to use in a big plant not over half the coal that 
.small plants would use if they operated their own electric stations. 

In the Mansfield, Ohio, situation, you are doing more than taking 
care of the American Clay Machinery Co. As Capt. Tinsley tried 
to explain, by this interconnection of transmission lines, you aro 
feeding, by the system that runs north and south, half a dozen other 
cities that do not have sufficient power now; by putting the two 
systems together, you can take care of those cities. And you can do 
it quicker, moi*e chea])ly, and with enormously less fuel than if you 
tried to take care of each individiuilly. 

Mr. TiART'cir. I would like to call your attention to this fact: 
That if you let each individual plant do this, the Government will 
have to put up its money anyhow. And we think it more economical 
to do it with larger units, because we will have in that way a better 
chance to get our money back. If you should make a contract with 
the Bethlehem (^o., or the Clay Machmery Co., they would ask you 
for all of this money; and vou would then have the plants in many 
cases in places where they could not be sold. 

Senator Harding. Well, I think it would be an outrage for any 
self-respecting corporation to take an order from the (jovernment 
and then say they can not fulfill the order without help from the 
Cfovernment ; and my thought is that all the time they were depending 
upon the Federal Government for help. Xo one seems willing to do 
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anything in this emergency for themselves. A great many of these 
cases where Government aid is necessary may be the outgrowth of 
the character of contracts that we make. A man whom I know 
has just been awarded a contract for aeroplane production, at a 
specified sum — no fee basis or cost-plus basis, but a specified sum for 
so many thousand aeroplanes'; and I heard him offer to bet $100,000 
that he delivered every one of those machines on time; and he did 
not ask any favors of anybody in doing so. 

Capt. Stanley. I would like to see the contract before expressing 
an opinion on that case. The contract may have been of such a 
nature that he could make all these expenditures and absorb them. 
If you pay a manufacturer a high enough price, he can guarantee to 
do anything. 

The Chaiu^ian. Take this specific instance first, Mr. Baruch : 
For instance, you have got Philadelphia on this list which has been 
submitted to the committee at $14,500,000. That does not give us 
very much information. What is it })roposed to do at Philadelphia 
if the approi)riation is made ? 

Mr. Barix:.!!. I wish you would correct me, Mr. Darlington, if 1 
make a misstatement as to this: That is the total expenditure that 
Avould be necessarv; but I do not believe, under anv conditions, it 
would be necessary for the Government to put up all this money. 
But if we do have the use of all that money, we can get the public 
utilities corporation to put up the major portion of it. 

The Chairman. How is tliat power generated ? 

Mr. Darltngtok. The Philadelphia district is given in our list 
as $14,500,000. That is all steam. 

The Chairman. All steam. Does that mean that you propose to 
put up new plants? 

Mr. Darlington. That is for the development of part of the plants 
of the Philadelphia Electric Co., which furnisher the power for 
Philadelphia and Chester, and it also includes some necessary 'dis- 
tribution lines. 

The Chairman. Well, take the caj-e of Pottstown — I suppose there 
you want to supply the additional boilers to some plant ? 

Mr. Darlington. That is the plant that has the electrical turbines 
in place, and the best way to meet that situation is to got sufficient 
power to meet the turbines that are now there. 

The Chairman. And you would supply those boilers on some sort 
of contract with the present owners of the plant to refund for them? 

Mr. Darlington. The best terms that we could make for a refund 
after the war. 

The Chairman. You have in your list, for development at Chat- 
tanooga, Tenn., something over $2,000,000. Does that mean for the 
construction of a new plant, or for another unit at Hales Bar? 

Capt. TiNSLEY. That is for the steam auxiliary for the existing 
water-power plant. They have had trouble with the water-supply 
getting very low at certain seasons of the year; and they need a 
steam auxiliary to aid them through this low- water period to carry 
part of the load. 

Senator Hhields. Has the Hales Bar Co. contracted to deliver so 
much power, but failed to do it, and do they need this to help them 
fulfill the contracts? 



Senator Shields. Yes ; but -we are trying to get at specitic instances 
now, and the necessity for specific appropriations. 

Senator Hahding. Do you not mean, Captain, that those people 
want more power than the power company has contracted to furnisli 
them? 

Capt. TiNSLET. They may fall down on tlieir contracts. I know 
that IS the case in the entire South, because the water companies took 
contracts not contemplating as low water as they have Imd this year. 
Now, the (iiiickest way to aid them is to put on steam auxiliaries, in 
some cases. 

Senator Shieijis. That is, to aid the power companies? 

Senator IjExroot. Let me ask a question at this point 

Senator Shieuis. I should like to finish as to this Tennessee case 
first. This Hales Bar Co. is called the Tennessee Power C/O. That 
company is able to make all the development it desires, is it not? 
It is a solvent and a very wealthy corporation? 

Capt. Tinslet. I would hardly think so. Their coiiunon stock is 
down to 3. 

Senator Shielhs. liut it is backed by the Brady people, and they 
have ample means to develop all of this power that they need, and 
have they not already established auxiliary coal plants? 

Capt. Tinslet. Some few. 

Senator Shields. They have one at Nashville now. Now. it is a 
fact that that company can not keep np the average deliveries 
throughout the year with its water-power plant, liecause of the want 
of water power, and they have already established steam auxiliaries; 
but I had never heard that tliey lacke*! the ability to extend their 
plant to any extent that the demands of their business might lequiie. 

The Cii.^iRMAX. Do they transmit power to Nashville? 

Senator Shields. Yes; and they have a steam auxiliary at Nash- 
ville and furaish power to the Nashville Light & Traction Co. 

The Chairman, How far is that from Hales Bar? 

Senator Shields. About 150 miles. 

Senator H.vrdisg. There is a $1,000,000 plant in Nashville now, 
either in operation or partly in operation. 

Senator Bankhead. You were speaking about the capacity to en- 
large. That may be true. But you will recall that they startei! out 
to build that dam and power plant for $^..^00,000, and liefoi-e thev 
finished it cost them about $9,000,000. 

Senator Shields. That is, it cost them a good deal more than they 
contracted for. Now, it is true that the Bradies are not operating 
that plant; it is operated by the Tennessee P 
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two or three other companies coupled up with it, such as the Ocoee ( \)., 
and one or two others. But they ah^eady have steam auxiliary plants, 
and I think their power was pretty well absorbed before the wai*. 
But I do not know of any lack of ability for theni to extend their 
plant to any extent necessary. 

Mr. Barucil May I call your attention to this fact^ One of the 
things that is contemplated in this bill is that when we say to a 
power company that we want an extension, they say. '' The price we 
get for our power is limited by law," the public-service commissions 
of all the States prescribe a limit as to Avliat they shall get for their 
power, but they have to face an increased cost of production of that 
power, with no increased price for their power, and one of the things 
contemplated in this bill is to help them meet that situation. Even 
a powerful concern like the Bradies Avould be unable to liml a market 
for securities based upon the present cost of producing power in con- 
nection with the present selling j^rice of the powei*. There is, there- 
fore, a limit to all of their activities. 

Senator Lenroot. Is it not true that practically all public utilities 
throughout the country are now asking for increases in rates, and are 
they not securing them very generally? And if this bill passes, will 
those communities then give them the inciieased rates? Will not 
those communities say that Uncle Sam will give them the increased 
rates ? 

Mr. Barucii. Well, that is a situation that might confront us. 

Senator Harding. I should like to answer that question, as to one 
instance : One of the most solvent concerns in Ohio, a light, power, 
and railway company whose securities were considered as g«od as 
Government bonds, has literally been wrecked by the War Labor 
Board adding $400,000 to its Avage scale, and with that, and the 
increased cost of fuel, rails, and wire, the stocks of that company that 
were selling above par two years ago are now offered at 25 per cent. 

Mr. Baruch. How can you expect corporations with such condi- 
tions facing them 

Senator Harding (interposing) . I think it is an outrage that a Fed- 
eral agency should stej) in and impose on such a concern an increased 
expenditure of half a million dollars, and then lay doAvn and not give 
them permission to obtain relief. The concern to which I refer is now 
selling eight car tickets for a quarter, and the city council is socialis- 
tic and will not give them any relief. 

Senator Shields. I think the Hales Bar Company has the city 
in its power as regards rates. I do not think that company could 
furnish without an extension of its plant the power that is now 
demanded of it. But they can extend, and the reports of the engi- 
neers show that they can. I do think it is more than probable that 
they need additional i^ower there. But their rates are not regulated. 
Unfortunately, we have no public service commission there yet; it is 
hoped that the next assembly will create one. 

Mr. Baruch. We should draw^ upon this Nashville power plant, 
and they will get a part from what are called the " civilian needs " of 
Chattanooga. That is what I wanted to bring out, that the civilian 
necessities are important as the war necessities. They must keep 
their houses heated and lighted, and our civilian population clothed, 
etc. Now, with that big plant in Nashvijle — I do not have in mind 
what amount they use, but the local power company will have to 



EMEBGENCY POWER BILL. 23 

be protected if they draw power, and that will necessitate that it 
be drawn from the various industrial activities in Chattanooga. 

Senator Shields. I think they are drawing for their necessities 
upon steam power, independently of the local company. 

Mr. Baruch. I do not know anything about that, personally. 

Senator Vardaman. May I ask this question: Do you find it pos- 
sible to transfer contracts that have been made to these incompetent 
companies to other companies that can fulfill the contracts without 
Govermnent aid ? 

Mr. Baruch. We are struggling w ith that proposition now, and it 
is a part of the big problem of getting the orders aw^ay from the 
congested districts, where some of us feel that they can not be filled, 
and putting theju into the far Western or Southern States, where we 
think, on account of the power conditions being better, and the labor 
conditions being better, that we have a better chance of getting pro- 
duction than in the Eastern district. 

Of course, the placing of these orders in crowded districts is what 
brought these conditions about. For instance, we are trying in 
Philadelphia to find a way to take a lot of those contracts away 
from there, and just taking the risk of putting them in some other 
l^laces where we think we would have a better chance of having them 
fulfilled. 

Senator Varda^iax. But the question is whether they can fulfill 
the contracts for the uses and purposes of the war. Now, if that can 
be done without going to this expense of establishing these new 
plants, which would be useless after the war is over, it seems to me 
that it would be a wise economy, even though it took the work away 
from some section that might desire it. This is no time for favorit- 
ism; this is no time for giving anybody a chance to make a specula- 
tive profit. 

It seems to me that in the case of some of these little companies 
that have undertaken ccmtracts w^hich it is impossible for them to 
perform — if they can not do it, the contracts should be given to 
somebody that can perform them. 

Senator Harding. It is not, as I understand, a case of the failure 
ol little companies; it is a case of the failure of big companies. 

Mr. Baruch. That is correct. You see, unfortunately, they put 
these orders with great big companies that are in the congested 
areas, where thei-e was a shortage of the power necessary to get 
the production. They gave the orders to well-known companies, 
w ith large and efficient organizations. 

Senator Shields. And any change of contractors now, after those 
who received the orders at first had prepared to perforai them, 
might cause a considerable reduction in production, might it not? 

Mr. Baruch. Yes; although wherever we think we can take that 
clumce we do it, shifting: the business further out into the countr3\ 

I am in favor — and I believe it will be cheaper in some instances — 
of giving contractors in the western district orders at a price ap- 
])arently higher than we have to pay in the eastern districts, because, 
in many instances, I think we are certain to get the production; and 
in the end it will be cheaper; but it takes a lot of courage to give a 
contract to a man at a higher price. And yet, as I say, you may 
get it cheaper and quicker in the end in that way. 
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Senator Lenroot. When was the policy adopted of not letting" 
contracts that involved the construction of new plants in the con- 
gested districts? 

Mr. Baruch. I think that was some 60 or 90 davs after I became 
chairman. 

Senator Lenroot. About a year ago? 

Mr. Baruch. No ; about last March. 

Senator Lenroot. I thought it was longer ago than that. 

Mr. Baruch. It was March 4. And I think this was some 60 davs 
after that, that I took up with the President the question of this 
terrific congestion of orders in the eastern manufacturing district. 

Senator Lenroot. I would like to read in this connection a sentence 
from Capt. Stanley's testimony before the House Committee on Ap- 
propriations : 

Thfe wesfern part of Peiinsylvaniji luul the eastern i)art of Ohio now liave 
a generative capacity of 456,400 horsepower; it wiil nee<l this year and next 
year an additional 440,000 horsepower — a double power of production. 

How is it possible that any such condition could arise where con- 
tracts were let that involved double the existing power? 

Mr. Baruch. In making those contracts it seemed to be the 
thought that if they had factory facilities that was sufficient; 
whereas, as a matter of fact, power to operate the factories was 
also necessary. It never seemed to occur to anybody that they 
would need power; they seemed to think all you had to do was to 
turn on the switch. But, as I said before, there was not enough 
juice in the barrel. And I think that is a very just criticism. 

Senator Shields. That condition exists, and it must be remedied ? 

Mr. Baruch. Yes, it must be remedied. 

The Chairman. Some of those orders have been increased, have 
they not ? 

Mr. Baruch. They have been, and they are going to be increased^ 
There was no agency of the Government but felt that it could by com- 
mandeering take all the power that there was. And it soon occurred 
to me that somebody had to step in and regulate the distribution 
of all this power; and then I found, upon making further investiga- 
tion, that there was not enough power to distribute and get these war 
orders finished; and I have been trying ever since to remedy the 
situation. 

And this is the only remedy that has occurred to us that is feasible 
and will result in quick action. We may have been in error ; but it is 
the thing that we finally decided to recommend. 

Senator Lenroot. I believe you have been infoi^med by one of your 
subordinates that the proviso in subdivision 3 of section 2, limiting 
the power to make these advances to cases where the additional power 
could not be secured in any other way was an amendment adopted 
by the House, and was not a part of the original bill. I have the 
original bill before me; and I find that this jjroviso is in exactly the 
same language now as when it came from your department; that is, 
that the President is authorized to make these advances only in case 
he finds it impracticable to make the installation where the Govern- 
ment would own the plant, or make this extra installation. So that 
I think you will want to correct your testimony. Mr. Baruch, in 
that respect. 
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Mr. Barucii. My recollection is that it was changed from the lan- 
guage of the original bill. Have you the original bill before you ? 

Senator Lenroot. Yes. The original bill, introduced by Mr. Sims 
on August 9, contains this proviso : 

Provided^ That the powers conferred by this subdivision sliall be exercised 
only if the President shall deem that the emergency is sucli as to render it im- 
practicable or undesirable to act with respect to such plant under any of the 
other powers conferred by this act. 

That is the provision with references to advances, that they shall 
be made only "if the President shall deem that the emergency is 
such as to render it impracticable or undesirable to act with respect 
to such plant under any of the other powers conferred by this act." 

That language in the original bill is identical with the language 
in the bill as it passed the House. 

The Chairman. If that is the objection, could it not be remedied 
by striking out the word " only," so as to avoid the limitation ? 

Senator Lenroot. I was not criticizing the bill in any way; I 
was merely calling Mr. Baruch's attention to the fact that, as I under- 
stood, he had stated that the Government would make these advances 
and take security for them whenever possible, and that the Govern- 
ment was only to secure the ownership in case it could not make a 
reasonable contract. 

The Chairman. Yes. We might strike out the word " only " there, 
and then this power would stand on an equality with the other powers 
conferred, probably. 

Mr. Baruch. I wonder if that is the first draft you have. Senator 
Lenroot. 

Senator Lenroot. This [indicating] is the bill that was introduced 
by Mr. Sims on August 19. 

Mr. Cooke. Before it was amended by the committee? 

Senator Lenroot. Yes. 

Capt. Stanley. I would like to say this about that provision : That 
the three different methods oi'iginally contemplated were, first, that 
the Government could loan money to a power company on the basis 
that the company was obligated to pay back the money in full. That 
became an advance, although it was called a loan; but in that case 
the Government got all its money back. Second, that the Govern- 
ment could build plants of its own, putting up all the money for the 
plants and owning the title to them outright, so that it held the 
plants itself for the security of its investment. Third, the one that 
we are talking about as an alternative, that it could advance the 
money to the company with the direct understanding that it might 
not get it all back. 

Those three provisions are still in there. The Government can 
adopt one of the three schemes. But the third one is limited so that 
the Government can only adopt that if it does not think the other 
advisable. 

Senator Lenroot. But under the bill as it passed the House and 
as introduced there, while there is a provision for advancing money 
to the operator, it is immediately followed by a provision that the 
Government shall own all of the machinery thus installed, and may 
lease that machinery or do what it pleases with it ; and it would be 
an unthinkable thing to do to ask the operator to obligate himself 
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for the repayment of something which the Government owns and 
does what it pleases with. 

Mr. Baruch. Mr. Dillon, the Senator drew my attention to this 
fact : He says that the language of the original bill as introduced into 
the House is exactly the same as this. 

Mr. Dillon. Regarding that proviso? 

Mr. Baruch. Yes. 

Mr. DiLLOx. Yes; it is. I was just inquiring about that; that was 
put in. 

Mr. Baruch. Was that in the bill as we drew it originally? 

Mr. Dillon. Not as we originally drew it; but Mr. Ganz got it 
and added that language before it went to the House. I asked liim 
just now why he added it, and he said that with that proviso in the 
bill would pass more easily, and he said that they did not intend 
that it should mean what you thought it means, or what I thought 
it means; he said what he intended was that, unless it was thought 
impracticable to do this, then you could do the other things. 

Senator Lenroot. Well, the language does not 

Mr. DiLix>N (interposing). It means if this is not the best thing 
to do. 

Senator Lenroot. No ; it means that the President is not permitted 
to adopt this method if he can adopt any of the others. 

Mr. Dillon. No; that was not the intention we had. 

Mr. Baruch. No; and I would like to have my testimony as to 
that changed 

Senator Lenroot (interposing). If I might make a suggestion, I 
think it would be very wise to retain that proviso, because that in- 
volves the Government assuming the difference between the cost and 
the value to the operator at the close of the war period. Would it 
not be better to have another provision expressly authorizing the 
President to advance this money upon security without any con- 
dition ? 

Mr. Dillon. Under such terms and conditions as he sees fit? 

Senator Lenroot. Yes. 

Mr. Baruch. If I was going to run it — I am speaking as an in- 
dividual — if I had the power to represent the (xovernment in the 
matter, I should like to have the money available to make the best 
trade I could. 

Senator Lenroot. To make the best bargain you can? 

Mr. Baruch. Yes. But I can readily understand men having the 
appropriation of large sums of money to make wanting to protect 
the expenditure of the Government's money as much as i)ossible. 
At the present time you are binding the man who is trying to make 
the best bargain he can — as the bill reads. 

Mr. DiLix)N. But the Senator suggests advancing tliis money under 
any terms and conditions the President sees fit. 

Senator Lenroot. Yes; making a straight loan. 

Senator Kirby. Mr. Chairman, it seems to me that we are not get- 
ting very far in regard to this bill, although we are getting the in- 
formation we are asking for. And it seems to me that, in the last 
analysis, we must leave this money to be expended for the purposes 
provided in this bill, with such little safeguards as may be provided ; 
and I think the best way to proceed is to allow Mr. Baruch to state 
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Avhat he has in mind as to the necessity for this bill, and then let 
these other gentlemen who are present, if they know anything about 
the matter, make their statements; and when that is done we will 
have a picture of the whole thing before us. We will have to do 
that anyhow, sooner or later. And I, for one, should like to know 
as much about this matter as I can. 

The Chairman. Very well, then, Senator Kirbv. You may pro- 
ceed, Mr. Baruch. I might ask this specific (juestion to begin with : 
Whether there is a shortage of production of war material now on 
account of a shortage of power. 

Mr. Baruch. Yes, sir. 

The Chairman. And that vou want to remedv? 

Mr. Baruch. Yes; and more particularly what we have in mind 
is the shortage of production that is coming this winter and during 
the coming year, because the production will luive to be increased. 
The orders that have been jilaced in these districts must be consid- 
ered — ^there have been increased orders placed in these districts. 

The Chairman. If this bill were to pass, say, within the next 
10 or 15 claj's, could you remedy any of that for this winter? 

Mr. Baruch. I am afraid not. I think we could to some extent. 
AVhen will we get in that power from across the Hudson Biver, Mr. 
Darlington ? 

Mr. Darlington. From four to six months. 

Mr. Baruch. We are trying to get power from New York City ; 
that is the quickest power we can get; to go through the Hudson 
tunnels, putting a line through there and hitching up with the dis- 
tributing agency in New Jersey. 

Senator Shields. Is that water power? 

Mr. Baruch. No; that is power generated in New York City. 
There is a surplusage of power there, and we can take that over 
into New Jersev. 

Senator Nelson. It is steam power, is it ? 

Mr. Baruch. Yes, sir; New York City is practically all steam 
power. 

The Chairman. Now, in accordance with Senator Kirby's sugges- 
tion, you may make a statement, Mr. Baruch. 

Mr. Baruch. It was brought to my attention some months ago 
that there was now an actual shortage of power in these various dis- 
tricts where there were orders for the war program ; and we had an 
investigation made by Mr. Darlington and a corps of assistants from 
the War Department. It was directly under the charge, in the be- 
ginning, of Gen. Keller, and he had a number of assistants, some of 
whom are present ; and he made a detailed report to me whic^li showed 
that this power was lacking. 

Many projects were brought to the War Industries Board to bo 
cleared, and we soon found that if we put them in these districts 
there would not be sufficient power for them. Before a new facility 
is cleared we have the Railroad Administration to pas.s upon it to see 
whether they would be able to furnish it adequate railroad facilities; 
we have the Fuel administration pass upon it, to see whether they 
can furnish an adequate fuel supj^ly; and we have the Labor De- 
partment pass upon it, to see whether they will be able to furnish 
sufficient labor; whether the conditions at the place in question are 
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such that they will have the necessary labor and the housing for the 
labor. 

So that we have investigated the question of whether there is 
sufficient powder ; and. as I said, it was brought to my attention some 
months ago that we have not sufficient pow^r to meet the war pro- 
gi'am that we have under way or to meet the increasing war program^ 
with the production necessary to continue the present program- 

This was particularly in what we have termed the *' New Jerse}^ 
district"; that means running from the northern part of New Jer- 
sey ; in what we call the " Philadelphia district," including the Balti- 
more district ; and it w as more particularly true in what we call the 
" Pittsburgh-Massillon, Ohio, cfistrict." In the Pittsburgh district, 
some industries are running on part time, and have been for some 
time, because of the lack of power. The shortage is such that if any- 
thing happens to any of the existing power plants the production 
will be shut dow^n completely. 

This is only a small thing, but it will show you the conditions in 
the Philadelphia district as an example: The mayor of the city 
called me up to say that they wanted some power turned on for an 
emergency hospital, and the conditions there were such that they 
could not get it without an order, and they wanted an order. We 
had established an agency here to w^ork w'ith Mr. Cooke, putting a 
man in charge of the distribution of power, and I called him up and 
told him that they ought to give that priority. 

That will show vou what the conditions are there. It soon de- 
veloped that there was a shortage all over the country. 

Of course, we realized that everybody wants to get a plant increased 
in his town and w^ould like to do it on very favorable terms, and 
there is always a greater demand for such things than there is really 
a necessity for. But we hope to use a good deal of intelligence in 
deciding whethei- a real necessity exists. And what we want to do is 
to l)e able to meet the demands Avhich are created because of our own 
emergency orders, that have been created by the Government itself. 

The thought naturally occurs to anyone considering the question 
tliat these corporations are rich and powerful and that they ought to 
be able to do this themselves. On investigation we find that they 
ai-e unable to raise the money from the War Finance Corporation 
because they have to have a certain amount of security behind it. 
The greatest difficulty was the fact that there was an increasing cost 
in the development of these enterprises, with no increased price for 
the i)ower w^hich they sold, and most, if not all, of these corporations 
are faced* ^vith a decreasing net-earning capacity to meet their fixed 
chtirges, which also made it impossible for them to raise the money 
themselves to provid.e the additional pow^r required on account of 
this war program. 

I do not know whether I have made myself clear or not: but that, 
generally, is a statement of the situation. 

Senator Shields. I think you have. I understand the situation 
dearlv. 

The Chairmax. Then you w^ill submit the specific projects that 
you have in mind now, will you? 

Mr. Baruch. Yes, sir. I want to say that this estimate of $175.- 
000,000 is based upon this: That all of this money, in my opinion, 
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will not be required ; but we are asking for this money so that we will 
be able to make a much better trade. In other words, if a public 
utility corporation knew that we did not have the money to go ahead 
with this ourselves — :or for the Government to do so — knowing the 
urgency of our needs for power, they might drive us into a bargain 
that was unfair. 

Senator Kirby. Are the figures based on a definite survey of the 
particular field or locality ? 

Mr. Baruch. Yes. That. survey was started by Gen. Keller, and 
since his departure for France has been carried on by various officers 
assigned by the War. Department, with Mr. Darlington, who is con- 
nected with the War Industries Board. 

Senator Lenroot. Is that shortage based on a deficiency to meet 
the entire demands for these public utility powers, or is it a deficiency 
only for carrying on the war work? 

Mr. Barucii. I would like to answer that question in this way : We 
made an investigation of theye districts, to see if there was any power 
used by what we call less essential industries ; and we found that, even 
if we took all of that away there would not be sufficient power to 
meet the advancing war program. 

Senator Lenroot. But what I mean is, suppose here is a demand 
for an extension for an industry that may be more or less essential to 
the life of the Nation, but has nothing to do with Avar contracts. Is 
that included in the shortage? 

Mr. Baruch. If that shortage was caused by our going into that 
district, and the industry was essential to the civilian life of the 
Nation, I would think that we should help out that situation. 

Senator Lenroot. Well, Avas the survey so limited as you have now 
stated — that it is only where we have gone in and taken power that 
the shortage is included ? 

Mr. Baritcil That was my instruction to tjiose who made the 
suj-vey — that it siiould cover only industries which affected the war 
program, or which were affected by the war program. 

Senator Lenroot. Well, the Avar program affects, in a sense, the 
entire life of the Nation. But do vou mean that it Avas onlv Avhere a 
plant Avas engaged in Avar contracts, Avhere Ave haA^e taken poAver from 
a comnnmity ? 

Mr. Baruch. That is quite correct, sir. 

Senator Lenroot. Noav, Avhat data or information have you as to 
Avhen the machinery can be secured for all of these installations? 

Mr. Baruch. We have that, but I can not ffiAe it to vou mvself. 

Senator Lenroot. Some one else will present that? 

Mr. Baruch. Yes. 

The Chairman. There has been some question raised, Mr. Baruch, 
regarding subdivision (/) on page 2 of the bill. It says: 

The term " war material " means any material or conunodity which, in the 
opinitai of the President, it may be necessary or important to produce for the 
imrpose of prosecuting;- the war. 

Provision is made in the bill for the develoi)ment of this poAver for 
the production of Avar material; and that term " Avar material/' Avitli 
that broad definition, Avould include almost evervtliing, would it not? 

Mr. Baruch. No, sir. 
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The CHA1R3IAN. What would you say about that definition of war 
material as to covering, perhaps, more than war-emergency matters ? 
War materials would mean not only munitions and guns and that 
sort of thing, but it might mean anything that it was regarded as 
necessary or important to produce for the purpose of prosecuting 
the war. 

Senator Nelson. In other words, might it not include a case of 
this kind, irrigating the land for the purjoose of raising more crops ? 

Mr. 5artjch. I would not judge it so. 

Senator Lenroot. In a legislative way we have in a great many 
bills so broadened it that it does. 

Mr. Baruch. I think those questions are a matter of the methods 
and the individuals who carry those methods into effect. 

I would like to say this also ; I see that it is in the back of every- 
body's mind, and I should have stated it before, that in framing this 
bill my instructions to the men were to this effect: To avoid the 
question of Government or private ownership and not put anything 
in there that would either increase or retard Government ownership. 
That was a question that we wanted to avoid, because I do not think 
this is a proper time to throw that question into the arena. 

Senator Vardaman. I think you are entirely right about that. 

Mr. Baruch. That was one of the things we tried to steer clear of. 
Whether we have done so or not I do not know, but we wanted to 
avoid that question of public ownership of private utilities. 

Senator Bankhead. Well, Mr. Baruch, it occurs to me that we are 
likely to make the mistake of concluding that the deluge will come 
when the war ends; that all industries will stop. Xow, my opinion 
is that all these increased facilities and this power will be just as 
essential after the war as during the war, because we are going to 
have a period of reconstruction: everything has to be readjusted. 
The United States will be storehouse of the world. It must manu- 
facture everything that the world will use for sohie years, because 
the other countries have been put out of business. 

Now, it seems to me that we must keep that in mind — not only 
production during the war but the prosecution of industries after the 
war. Of course these plants that are ^oing up for the purpose of 
producing only war material, there will not be any necessity for 
them to keep that up, but they can he changed so as to manufacture 
other things. 

Mr. Baruch. If I may supplement what you have said, they are 
all in industrial sections, and we want to concentrate them in private 
hands, and then they will have a future industrial value. 

Senator BXnkhead. And we ought not to think we will not have 
need for these except for the prosecution of the war. 

Senator Harding. Do you think it would be wise for the Govern- 
ment, if it were committed to that policy, to seize all of these plants ? 

Mr. Baruch. I did not quite understand that. 

Senator Harding. Suppose the Power Commission were favorable 
to the Government ownership of plants; would it not be possible 
under this bill, unless there is some specific inhibition put in, for the 
Government to seize every private plant in the United States ? 

Mr. Baruch. No ; I do not think so. 

Senator Harding. The bill provides that the President may "ac- 
quire, by any known method or procurement, any private power 
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plant within the boundaries of the United States." That is subdi- 
vision 4 of section 2. 

Senator Lenroot. The appropriation would limit that. 

Senator Harding. Then it continues: ''That the President may 
deem necessar^^ for the prosecution of the war." Well, he can deem 
it "necessary for the prosecution of the war," because everything is 
necessary for the prosecution of the war. 

Mr. Baruch. Well, he has that power to-day, it seems to me; be- 
cause it seems that we would have the power to go in and com- 
mandeer any plant. 

Senator Lenroot. Only where that plant is producing war ma- 
terial. Of course, this language is broader than that. 

Senator Harding. This says "anywhere in the United States." I 
think it would be better if there were proper inhibitions put in the 
bill, so that we would not be laying the foundation for Government 
ownership. . 

Mr. Baruch. Well, I am not expressing any opinion on that. As 
I said, I think that is a subject that we ought to avoid in war times — 
trying to carry out, or not to carry out, some idea that may be a 
good one or a bad one. I am trying to stick to the war program. 

Senator Harding. Well, you follow that sul3division of the bill 
with another one. Take subdivision 6, on page 7 : that provides that 
he shall have power — » 

To maintain, operate and extend any plant, pipe, or other transmission Une, 
or other structure, facility or appliance which he shall have constructed or 
acquired pursuant to the provisions of this act, and to deliver the power gener- 
ated and the products produced in any such pltmt to such persons or body 
politic and in sucli proportions and at such times and at such rates as he may 
deem proper. 

There is not any inhibition at all in thi^ bill that I can see. 

Mr. Baruch. That is for priority, I think. 

The Chairman.. It says, "which he shall have constructed or ac- 
quired." 

Senator Harding. "Which he shall have constructed or acquired;" 
and the previous subdivision gives him the right to acquire "by any 
known method of procurement any private power plant within the 
boundaries of the United States." 

Senator Vardaman. Do you not think. Senator Harding, that the 
thing to do is to ascertain from Mr. Baruch the uses to which this 
money is to be devoted, and that those matters are matters of legis- 
lation which the committee can consider later? I agree with you 
that nothing should be done now of a permanent nature. I think 
a great many things can be adopted bv the Government advantage- 
ously to the people of the countr^" but I do not think now is the 
time to do it. 

Senator Harding. I do not want to settle such a fundamental 
question in the distress and anxiety of the war. 

Senator Vardamax. No, I do not think so, either; but this is a 
matter that the committee can take up when we consider the bill. 

Senator Harding.. Subdivision 8 gives him the power to lease 

Mr. Baruch (interposing). There is a time limit under this, 
whereby we must get rid of everything in three or five years. 

Senator Lenroot. No. vou are mistnkcMi. 
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Mr. Dillon. Yes. 

Senator Lenboot, Thiit is only in two casew; and thiit is the 
alienation of a public riyiit. 

Mr. DiiJXJN. If we own a thing. 

Senator Lenkoot. If we own a thing: and we do own it. 

Senator Haudino. If yoii seize it you own it, do you not ? 

Senator Lenroot. Yes; there ia no limitation, except in section 8. 
where it says the President may 

Mr. DiLix)x (interposing). That is where the Government owns 
a power plant and it is near an arsenal or arnioiw and you want to 
keep it; that was to give you the power to do so. 

Senator Hardixr. That is perfectly proper; but you ought to 
have a limitation as to these other plants. 

Mr. Dillon-. How would you do that? 

Senator Hardim), I am not prepared to say that; but I think the 
biggest enterprise in America, the thing that calls for the genius 
and efficiency of capable men. is this question of power. If von go 
down in southeastern Ohio and West Virginia to-day you will find 
them building ])ower plants, costing from one to five million dollars, 
to take the coal right at the mouth of the mine and transform it int<j 
power and transmit that power over lines of their own construction. 
There is not anything in America equal to the possibilities of that, 
enterprise. Do we want to embark on that as a Government enter- 
prise? This opens the way. I am agreeable to that proposition as a 
war emergency; but I want to put the bai-s up against that step at 
this time. 

Mr. Barucii. As I said, in presenting this we are trying to prevent 
the use of this either as a measure to increase Government ownership 
or as a measure to retard it. 

I want to leave that thing in the posisition it is in to-day; but, as 
I say. I want to leave the Government in a position where it can not 
be held up: and it seems to nie that it is a question of the wisdom 
exei-cised in the use of this power and of the individuals who will 
put it into execution; and I do not care what provision you put in 
for the expenditure of money. It is like the case where yon may put 
a man in charge of the greatest bank in the country, and he can 
bauki'upt it ; here a man can misuse the power you give him. 

So that I think it is a question of the character of the men who 
are going to carry this expenditure into execution. 

I do not think that we are going to use any large percentage of 
this money. It will be covered back into the Treasury, much of it; 
because I believe we will be able to make contracts with the various 
concerns which will not necessitate the use of all of this money; but 
I think that having all of this money available will enable us to 
make those contracts to better advantage. 

Senator Sihelor. I would like to ask this question 

CiiAiRMAx (interposing). Before you go into the details. 
■ Shields. I would like to ask Mr. Bariich a general question. 
Jarucii. Ml-. Cooke has just bi-ought my attention to page 12 
jill, section 8, providing " that the President may retain any 
y and operate any plants, transmission lines, stnictures, facili- 
applianoes constructed by the United States." They had "or 
il" in there, and they struck that out. So that that would 
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limit the taking over; you could not take over a plant because you 
had not constructed it. 

Mr. Cooke. When they commandeered plants they would go right 
back 

Senator Lenroot (interposing). No. I spoke of this section a 
moment ago — does that imply the construction of a plant rather than 
the mere installation of some machinery in a plant ? 

Senator Harding. For instance, what would happen under the first 
paragraph of section 8 if the commission or department seizes a 
power plant in my town, for example, and expends an additional 
sum equal to the original investment; would that not then become a 
Government-constructed plant? 

Mr. CooKE. Well, the part that the Government constructed could 
be held; but if you 

Mr. Baruch (interposing) . Only for three years, however. 

Mr. Cooke. Only for three years. 

Senator Harding. How are you going to operate a plant within a 
plant? It says you can " retain and operate." 

Mr. CooKE. Well, you might take the situation in Philadelphia, 
for example: The major portion of the money that is to be spent 
there is for new steam plant on the Delaware River ; some small ex- 
penditures have already been made. It is virtually a new plant ; 
to cost $12,500,000. That could be constructed, operated, and owned 
by the Government almost independent of the rest of the system. 

Senator Harding. Well, the only thing necessary — I only speak 
for myself; I am not pretending to voice the judgment of anybody 
else on the committee — ^if you can write into this bill a protection 
to the Government as it ought to be protected, and as this section 
probably intends to protect the Government 

Mr. CooKE (interposing). I think that was the purpose of leav- 
ing out the words " or acquired." 

Senator Harding (continuing). And can fix it in this, bill so that 
the Government can not go into the business of retaining these plants 
after the war, I am ready for it. But I want some inhibition in the 
bill providing that the Government goes into this for the war period 
onlj', and then protect the Government in the return of its invest- 
ment. 

Mr. Cooke. I think those who drafted that into the bill tried just 
as hard as they could to make those inhibitions for not doing it as 
for doing it. 

Senator Harding. Well, you can see that if those in authority in 
the administration were in favor of that policy of the Government 
retaining those properties after the war, that would go on, can you 
not? 

Mr. Cooke. I ani not a lawyer, but that was the thought of those 
who were advising on this bill, that if the President held any part 
of these properties more than five years after the war he would have 
to give a good reason why that particular piece of property could 
not be advantageously disposed of. 

Senator Lenroot. There is no five-year limitation. 

The Chairman. You can insert in that subdivision 6, page 7, be- • 
fore the word " To," the words " for the period of the war," or 
" foi^ the war period, to maintain, to operate, and extend," etc. 
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Mr. Darlington. There ought to be a limitation for a period after 
the war so as to give the Government an opportunity to dispose of 
them. 

Senator Nelson. Why not have it as you have it in subdivision 
8 of section 2, " for the war period or for such period thereafter not 
exceeding one year," etc.? 

Mr. Darlington. One year is a short period in which to dispose of 
such a big property as that. There ought to be a longer period. 

Senator Nelson. That is covered by another provision. Here is 
a subj5equent provision, on page 12, section 8, that meets that: 

That the President may retain any property and operate any plants, trans- 
mission Hnes, structures, faciUties, or appliances constructed by the United 
States under the provisions of this act for such time as he may deem neces- 
sary or advisable for the purpose of selling or otherwise disposing thereof. 

The Chairman. Yes. 

Senator Nelson. That is a qualification of what preceded. Now, 
it seems to me that subdivision 6 of section 2 ought to be qualified at 
least in the same manner that subdivision 8 of the same section is 
qualified. Subdivision 8 reads: 

To lease for the war period or for such period thereafter not exceeding one 
year, or for any shorter period, etc. 

That qualification ought to be inserted in subdivision 6 on the 
same page. 

Mr. Darlington. I feel that the period ought to be more than one 
year. 

Senator Nelson. Well, you have that other qualification, which 
leaves it with the President, so that that is unnecessary. That 
amendment surely ought to be put in there, however, because as it 
reads now it is entirely indefinite. 

The Chairman. Then, Senator Harding, that language would 
seem to meet your objection, so far as Government ownership and 
operation is concerned, that the power is given for the purpose of 
selling or otherwise disposing thereof. 

Senator Harding. Well, the intent is apparent, but it is not 
specific enough. If you write something specific in ijb, I am agree- 
able to the bill. 

The Chairman. Mr. Baruch has another important engagement 
he would like to meet, if we are through with him. 

Before he goes, I would like to ask him this question that may be 
raised : whether or not, under the present laws, the Army and Navy, 
particularly, have not the power and authority to acquire more 
power plants where needed for their purposes? 

Mr. Baruch. In some instances they can, and have done so. 

The Chairman. Are there any other questions the members of the 
committee desire to ask of Mr. Baruch? 

Mr. Baruch. Mr. Dillon is going to stay here, and he knows as 
much as I do about it. 

The Chairman. Whom would you suggest to tell us about the de- 
tails? 

Mr. Baruch. Mr. Dillon or Mr. Darlington. Mr. Darlington 

knows about the details. 

In conclusion, I will repeat that it depends on the manner of 
execution whether this is a wise or an unwise bill. 
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The Chairman. We are much obliged to you, Mr. Baruch. We 
are very glad to have heard you. 

Senator Bankhead. You said that you contemplated the con- 
struction of a steam plant somewhere at a cost of about $12,000,000 ? 

The Chairman. That was Mr. Cooke. 

STATEMENT OF ME. MOEEIS L. COOKE, WASHINGTON EEPEE- 
SENTATIVE OF THE EMEEENCY FLEET COEPOEATION AND 
ASSISTANT TO THE CHAIEMAN OF THE SHIPPING BOAED. 

Mr. CooKE. Yes. 

Senator Bankhead. The question I wanted to ask is, about what 
time do you think would be required to construct that $12,000,000 
steam plant? 

Mr. Cooke. The. engineers' estimates vary from 13 to 16 months 
for it to be in full operation. 

The Chairman. You will need a good deal of that power after 
the war for Hog Island, will you ? 

Mr. Cooke. Yes. And it is also fair to say. Senator Bankhead, 
that among the essential features of that plant are distribution sys- 
tems and transmission lines. These features of the plant can be con- 
structed in a shorter period and utilized in carrying current from a 
district where there is a surplus to a district Avhere there is a 
shortage. 

We have two problems — and Philadelphia affords a good illustra- 
tion — we need money not only for generating current that is not 
now being generated; but because the relocation of the centers of 
industrial activity means that current that may be now available 
has to be transferred to new quarters, we need considerable sums for 
distribution and transmission lines. 

Senator Bankhead. Well, I was not inquiring into the amount. 
The information I wanted was as to the length of time you thought 
was necessary to put that plant into operation. 

Mr. Cooke. My estimates had entirely to do with the installation 
of generating apparatus. But there is a shortage to-day in Philadel- 
phia, in the sense that we can not get it to where we need it. 

Senator Bankhead. But you can not get that additional current 
to where you need it until you get this additional plant, can you? 

Mr. CooKE. Yes. The reason we can is that a plant is now building 
in another locality, known as the Chester plant ; we will have to trans- 
' fer that current to Midvale, for instance. Well, Midvale will ulti- 
mately be served by this proposed plant on the Delaware River; in 
the meantime we can rob the Chester plant, if we have the necessary 
transmission lines. 

The Chairman. Where does Hog Island get its power? 

Mr. Cooke. It has a very small plant of its own; but ultimately 
you will get it all from this new Chester plant that is just being put 
m operation. 

Senator Shields. Who is constructing that plant? 

Mr. Cooke. The Philadelphia Electric Co.; the companv that 
operates all the way from below Chester to. north of Philaaelphia. 

Senator Nelson. Is that all steam power? 
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Mr. Cooke. It is all steam plant. They have two large plants, one 
at Chester, and one, which is known as the Christian Street plant, on 
the Schuylkill River. They have now begun a new plant, at Beach 
and Palmer Streets, on the Delaware River. But none of these plants 
utilize hydraulic power. They simply use water for condensing. 

The Chairman. Will this new plant compete with them ? 

Mr. Cooke. No ; it is a part of their system. 

Senator Shields. The new plant? 

Mr. Cooke. The new plant — ^all the pi^esent and pi-oposed facili- 
ties in that district are owned by the Philadelphia Electric Co. 

Senator Shields. I do not think you quite grasped the question of 
the Chairman : the plant that it is proposed to erect under this bill — 
will that compete with the plant of the Philadelphia Electric Co. ? 

Mr. Cooke. It will not compete with it, because it is owned by the 
same compan}'. 

Senator Nelson. It will be part of the same concern ? 

Mr. Cooke. The same system. 

Senator Nelson. And you are simply helping the electric com- 
pany, to build this plant? 

Mr. Cooke. Yes. 

Senator Nelson. And they are poor, I suppose? They have no 
means? 

Mr. Cooke. Well, they are going to make a considerable contribu- 
tion to it, but the war waste will be the contribution of the Govern- 
ment. 

Senator Nelson. This will be a contribution in order to enable 
them to extend their plant? 

Mr. Cooke. Yes. 

Senator Vardaman. How much will be the investment there? 

Mr. Cooke. That particular plant will co6t, approximately, $12,- 
500,000. If the Government should build a plant for $12,500,000, it 
will assume the war wastage on the plant. In other words, if the 
Government puts up a $12,500,000 plant and there should be a slump 
after the war in prices, the Government's plant will then appear on 
its books at a price less than it actually cost. In other words, there 
should be a waste-off equal to the difference in actual cost now and 
the estimated cost of the same construction done at post-war prices. 
And if we guarantee the Philadelphia Electric Co. the war wastage, 
that will be the ultimate cost to the Government. This will be the 
total of the Government's loss. 

Senator Shields. You advance this $12,500,000 to the Philadelphia 
Electric Co. for the new plant? 

Mr. Cooke. $12,500,000 is the estimated cost of the new plant. 

Senator Shields. And that is to be advanced to the Philadelphia 
Electric Co. for that purpose, is it? 

Mr. CooKE. The present plan is to advance not more than 40 per 
cent of the total cost. 

Senator Nelson. Has the company asked for this contribution ? 

Mr. Cooke. Yes, they have; and a contract has been negotiated, 
but not signed pending the passage of this bill. If this bill should 
not go through, the power would have to be provided in some other 
way. 

Senator Nelson. Well, what is the character of the contract that 
has been negotiated? 
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Mr. Cooke. It has been drawn up but not concluded; and it 
provides for an advance by the Government of 40 per cent of the 
total cost of the plant. 

Senator Nelson. Without security? 

Mr. Cooke. No; with security. 

Senator Vardaman. What security ? 

Mr. Cooke. Well, it has the bonds of the Philadelphia Electric Co., 
or of the underlying company that will make the expenditure. 

Senator Shields. Is the $12,500,000 referred to to be 40 per cent 
of the proposed new plant? 

Mr. Cooke. $5,800,000 is 40 per cent of $14,500,000, the expected 
cost of the new power plant and the necessary additions to the present 
distribution system. 

Senator Shields. Wliy is $12,500,000 required., when the Govern- 
jnent is to advance only $5,800,000? 

Mr. Cooke. Well, the cost of this power plant on the Delaware 
River is $12,500,000. There will be $2,000,000 required for transmis- 
sion lines and substations that are not a part of that particular plant. 
That will make a total of $14,500,000, and 40 per cent of that is 
$5,800,000. 

That is to be advanced with the understanding that two or three 
years afterwards — I have forgotten which — there will be returned 
to the Government all but the difference between the cost of that 
construction and the then normal reproduction cost new. In other 
words, the Government agrees to assume on this construction needed 
to supply war current, or the current needed to supply war indus- 
tries, the difference between the cost now and the cost then. Now, 
in some parts of this construction there will be no difference. For 
instance, the land will be the same. If the ^ess of some people 
comes true, that electrical apparatus will be worth just as nmch 
two years after the war as now, on account of the world short- 
age 

Senator Vardaman (interposing). Speaking of the land, what is 
the cost of the land ? 

Mr. Cooke. I can not tell you exactly. 

Senator Nelson. Would you not violate the rule that the- value of 
this plant would be its value as a going concern after the war, and 
not the actual replacement cost? 

Mr. Cooke. The company does not ask any more than the differ- 
ence between the present cost and the cost two years after the war. 
In other words, the question of valuation does not come in now. 

The Chairman. In the meantime, you pay the company for the 
current at the regular price, do you ? 

Mr. Cooke. At the price fixed by the Pennsylvania Public Service 
Commission. 

The Chairman. Do you know what that price is per kilowatt 
hour? 

Mr. CooKE. The selling price varies all the way from 7J mills to 
9 cents. 

Senator Nelson. Do you get any interest on the Government 
investment? 

Mr. Cooke. Yes, sir. 

Senator Nelson. What rate ? 

Mr. Cooke. 5 per cent. 
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Senator Vakdaman. Does the Grovernment get anything for the 
power that is transmitted by the company that it contributes to or 
enlarges — does the Government get any rental or payment for that? 

The Chairman. It pays. 

Mr. Cooke. The Government is now a customer of the Philadel- 
phia Electric Co. at a number of different points. 

Senator Nelson. Do you provide for deducting the interest from 
what you pay for power as you go along! 

Mr. CooKE. No; most of those charges for power will be paid by 
contractors for the Government. In the case of the navy yard and 
the Hog Island shipyard, the Government itself pays 

Senator Nelson (interposing). Yes; but why should not the in- 
terest that the Government pays be deducted from what the Gov- 
ernment has to pay for the power it uses? Would that not be a 
practicable way to secure the Government and make it whole? 

Mr. CooKE. Well, we have tried to reach an agreement that will 
not confuse the financing with the rate situation. The r^te situa- 
tion is a local and State matter, and we have tried to draw up an 
arrangement that would protect the Government, without going into 
those local matters. 

Senator Nelson. You do not go into it; it would only mean 
deducting the interest from whatever the rate may be. 

Senator Harding. Let me state a hypothetical case to you: Sup- 
pose you doubled the poAver plant in the Canton-Massillon district 
to meet the war emergencies ; and suppose after the war is over there 
is no practical and profitable use for so much plant ; and because of 
that fact, the owner of the original plant, or the existing plant, should 
be reluctant to pay the Government a fair price for his plant; would 
it then be the Governinent policy to step in and operate its plant in 
competition with the one already established there? 

Mr. Cooke. Well, I hardly imagine that it would be. That ques- 
tion of that type of depreciation comes up, of course, in connection 
with a great many different contracts. One way we have met it is 
this : Take a rail line, or a passenger transportation line going to a 
district that is not likelv to be an industrial center for anv con- 
siderable time after the close of the war. The Government, in some 
instances, has agreed to an appraisal, reached by arbitration ; in other 
instances we have agreed to let the company buy at a price that the 
Government fixes now. In some instances, we have retained the right 
to take it off their hands at what it cost. 

There are all sorts of arrangements and safeguards. The effort is 
now being made to standardize our methods of treating this whole 
question of abnormal depreciation. 

Senator Harding. The point I am trying to get at is, here is a 
company doing its best to serve the Government with all the energies 
at its comnnind. Now, you step in and double the capacity of that 
plant, as a Government construction, to meet the emergency. Then 
after the emergency is past, there is no call for this double capacity. 
Well, the normal thing would be for the plant thai held the field 
to go on under the regulations of its State commission and serve that 
community. But the Government has its plant, with its money 
invested in it : and this existing company cannot take over the plant 
at what it cost or is reasonably worth. Then would it be the policy 
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of the Govenunent under this bill to operate that plant in competi- 
tion with that company? 

Mr. Cooke. I suppose, as Mr. Baruch testified, that each of those 
situations will be settled on its own merits and covered pretty well 
in the contract, because the company could make out a pretty good 
case. For instance, in some parts of Philadelphia, the creation of 
new facilities is no gamble at all, because it is pretty difficult for the 
company to provide enough current. In other places, there is some 
chance that after the war the conditions that you suggest will come 
about. 

Senator Harding. Well^ if I may ask for your own idea, what is 
the notion about the fairness of that sort of proposition ? 

Mr. Cooke. Well, whenever I have been consulted I have urged 
that we place on the local company as large a measure of respon- 
sibilitv for present ownership and operation as we can, and to pro- 
vide lor a continual ownership and operation by the company after 
the war. If the bargain is properly made and fair to both sides, these 
new facilities will certainly be worth more to the local company than 
to anybody else. 

Senator Harding. Well, I agree tg that proposition. 

The Chairman. Are there any further questions of Mr. Cooke? 

Senator Nelson. There is one question I want to ask, but I do 
not know who is the best one to answer- it. 

I see the Cuyuna'Mine in Minnesota it put down for half a mil- 
lion dollars. I was not aware that there was any war industry there. 
That is simply an open iron mine. 

Capt. Tinslet. This is an iron mining region, and they are pro- 
ducing considerable ore; and they require the power. 

Senator Nelson. Power for what? They are open ore mines, are 
they not? 

Capt. TiNSLEY. The}^ are using considerable power to operate the 
mines. 

Senator Nelson. And they are using their own machinery to take 
out the iron, are they not? 

Capt. TiNSLEY. Yes, sir. 

Senator Nelson. Is not the mining company competent to fur- 
nish its own power to take out the iron ? 

Capt. TiNSLEY. The local power power company is furnishing 
considerable power. 

Senator Nelson. What information have you that the local 
company is not able to furnish the power? 

Capt. TiNSLEY. Do you mean the local power coiupany or the 
iron company? 

Senator Nelson. Well, the company that is taking out iron ore? 

Capt. TiNSLEY. Well, the local company is able to furnish the 
power at the present time. There are a number of companies taking 
out ore there. I will give you a list of companies that are taking 
iron out of the Cuyuna Range: There is the Mangum No. 1, the 
Mangum No. 2, the Cuyuna Steel Company 

Senator Nelson (interposing). What is the name of the power 
company ? 

Capt. TiNSLEY. The name of the power company is the Cuyuna 
Range Power Co., of Deerwood, Minn. 
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SjBnator Nelson. They get their power from the Mississippi 
Biver, do thev not? 

Capt. TiNSLEY. They have one water-power . development, and 
they supplement that with some steam power. They have their 
water-power plant of 1,500 kw. capacity; and another of 1,600 kw. 

capacity — one at Boliver and one at of 1,500 kw. capacity ; 

each ; and then at they have a gas-producer plant of 300 

kw. capacity, and at Riyerton, they have a steam plant of 800 kw. 
capacity. They furnish to quite a number of mines, and they are 
short on their supply now, about 1,500 kw. 

Senator Nelson. And they are not able without Government help, 
you say, to get additional power? 

Capt. TiNSLEY. That is what they state. 

Senator Lenroot. That is the power company, but not the min- 
ing company? 

Senator Nei.sox. The power company is not able to do it! 

Capt. TiNSLEY. No; tne power company is not able to iBnance 
getting additional power. 

Mr. Darlington. This is another case of small plants versus big 
plants. It is a great deal better, cheaper, and quicker, to have one 
big plant put in by the public service power company to supply the 
power for the group than it is for each mine in the group, or each 
interest in the group, to provide its own power. 

Senator Lenroot. That is merely an economical proposition, and 
does not involve a reduction in the production of iron ore. 

Mr. Darlington. It will reduce the production if they do not 
have it; 

Senator Lenroot. Well, Senator Nelson and I know that there is 
no shortage in the sense that they will not get the iron if they do 
not have the power ; there is no shortage there at all. 

Mr. Dillon. Well, Senator, that list is purely a summary of a very 
broad investigation showing the total figures. To show you how 
these totals were arrived at, it does not mean that these — 

Senator Nelson (interposing). Let me look at this list which you 
have furnished. [Examining list] Here is another : No. 18, Hous- 
ton-Gold Creek oil fields. 

Mr. Dillon. That does not mean that any of those specific proj- 
ects has been approved, or will be approved by those in authority. 

Senator Nelson. Well, they are part of this estimate. 

Mr. Dillon. Yes, they are a part of this estimate of $200,000,000. 

Senator Nelson. Now, I will go over this list: North Adams, 
Williamstown. Is that urgent or necessary, or can that be omitted 
from your estimate? 

Mr. Darlington. Have we got that in the detailed report Major 
MacLaren ? 

The Chair3ian. If you are going into those details, Mr. Cooke 
apparently wants to leave, and I understand Senator Lenroot wants 
to ask him a question. 

Senator Lenroot. Just one question : You have given us now, Mr. 
Cooke, the fact that a contract is ready to be entered into to take care 
of the Philadelphia situation, at a cost of $5,800,000; but this bill 
is based upon an estimate of a cost to the Government for that in- 
stallation of $14,500,000, is it not ? 

Mr. CooKE. Yes, it is. And I think that is a very good illustra- 
tioh of the situation. Mr. Baruch said that he thought the more 
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money we had the better bargain we could make. So do I. If we 
can not, in a city like Philadelphia, go to the local company and tell 
them that if they do not assume their normal local responsibility 
and do everything that it is possible for them to do, the Government 
can and will do it. But it must be clear to the company that we have 
the funds at our disposal to build the needed facilities, if the company 
will not assume its fair share. 

Senator Lenroot. But in this particular case, we can reduce the 
amount $9,000,000 in this bill, because that has already been taken 
care of. 

Mr. Cooke. Only to this extent: We, of course, have hoped that 
this bill would go through; that Congress would make specific pro- 
^^sion; and for five or six months the Secretary of War, in the Pitts- 
burgh district, the Secretary of the Navy in the New Jersey district* 
and the Shipping Board in the Philadelphia district, have been ne- 
gotiating. 

Now, in Philadelphia, we started in with the companies saying 
thev could not do a thing. And we have gone ahead and got a more 
and more favorable arrangement with them. But we cannot be al- 
together sure that, under the strict interpretation of our appropria- 
tions, we can go through with this present arrangement. 

And what we will do is, after we have reached a final ?ind definite 
determination, go before the appropriations committee and state our 
definite requirements — 

Senator Lenroot (interposing). You do not get my point. You 
have stated that a contract is ready to be signed for the Philadelphia 
district that will cost only $5,800,000, as against an estimate in this 
bill of $14,500,000. 

Mr* Cooke. That is exactly right. 

Senator Lenroot. So that my point is that, in this case, we can 
reduce this appropriation $9,000,000. 

Mr. Cooke. Unless something happens to our present negotia- 
tions — and I do not suppose it will. 

Senator Harding. You spoke of Hog Island; has it not its own 
plant? 

Mr. Cooke. Only a very small plant, which was used during the 
construction period. And that has been one of the suggestions that 
we have considered — the suggestion that we create at Hog Island an 
isolated plant that would serve not only Hog Island, but perhaps 
the navy yard also. But we concluded that it would be a great mis- 
take; it would cost the Government more, in my opinion; and we 
would not get the current as quickly as we would under the present 
proposed arrangement. 

The Chairman. Are there any other questions of Mr. Cooke? 

Senator Lenroot. I want to ask Mr. Cooke just one more question : 
You agree with Mr. Baruch that the larger the appropriation the 
better bargain you can make with these companies, do you? As 
a matter of fact, is not the contrary true? As a matter of fact, if 
you had only $50,000,000 to spend, all of these companies could not 
get their share of the larger amount. Would you not be able to 
drive a better bargain with the companies with a less amount avail- 
able than you would with a larger amount available? 

Mr. CooKE. Senator Lenroot, I have gone into the details of one 
of these arrangements, and that is the Philadelphia situation ; and I 
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have consulted with Mr. Meyer of the War Finance Corporation, 
Mr. Harding, of the Federal Eeserve Board, and other Government 
officials whose opinions and conclusions as to financial matters are as 
valuable as can be obtained in Washington. They feel that there is 
an actual inability on the part of these companies to provide this 
financing. 

When we first opened negotiations with the Philadelphia Electric 
Co., it had been proposed that we advance this entire sum ourselves. 
They said they were unable to get any part of the $14,500,000 from 
their bankers. We said we wanted the bankers to tell us that them- 
selves ; and we had a number of conferences with the bankers before 
they agreed to this arrangement of advancing 60 per cent. And per- 
sonally, I think they are Avell warranted in not going beyond that. 

Senator Lenroot. That is true ; but if this bill was a law, estimat- 
ing $14,600,000 for the Philadelphia district, it seems plain to me 
that it would be much more difficult to make such a contract as you 
made, on a 60-40 basis, than if you did not have the money to do it. 

Senator Shields. Mr. Cooke, I notice in looking over the lists that 
you have furnished of the funds needed for the development of 
power that there are very large sums to be applied in places where 
there is neither water power within transmission distance or coal 
within reasonable distance. Those plants, I suppose, are to be oper- 
ated by steam generated from coal to be hauled to the cities where 
thev are to be located. Is that correct? 

Mr. CooKE. I wish you would ask that question of Mr. Darlington, 
who made up this survey. It would be simply an opinion on my 
part, because I had nothing to do with the preparation of this general 
survey. I am with the Shipping Board, and my only contact is with 
the Philadelphia situation. 

Senator Shields. All right. Are you sufficiently familiar with the 
generation of electricity by steam to know whether or not it can be 
done successfully, as a commercial enterprise, where the coal has to 
be hauled to the place of generation, or can that only be done at or 
near the coal mines? 

Mr. Cooke. Well, my opinion is that the nearer we get to the mines 
the better it will be; but the saving in some mining districts naturally 
will be considerably in excess of that in other mining districts. 

Senator Shields. In other words, I have understood that electrical 
power can be generated by steam profitably for commercial purposes 
only at the mines and at places where very cheap coal can be ob- 
tained. Is that true? 

Mr. Cooke. I think it is "becoming more and more true, Senator. I 
think myself that the creation of large new steam plants in districts 
remote from the mines will very soon become bad practice. 

Senator Shields. Then those plants that are distant from water 
power, or from the coal mines, are only justified by war necessities; 
and after the war they would, of course, have to cease operation? 
. Mr. Cooke. Well, it would, perhaps, be an engineering mistake to 
make too radical a shift from what has been considered the best prac- 
tice to what we now look forward to. I mean those changes will 
have to be brought about more or less gradually. 

Senator Shields. I am getting at what I understood to be the 
facts. Of course, such expenditures may be justified by the present 
emergency, notwithstanding that it will result in a great loss. 
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Mr. CooKB. Yes, sir. 

The Chairman. Gentlemen, it is nearly 1 o'clock. Has the com- 
mittee obtained all the information that it wants ? If not, shall we 
go on now or adjourn until some future time? 

Senator Shields. I think the investigation proposed to be made by 
Senator Nelson would be very illuminating of the whole project. 

The Chairman. As to the different items in that list? 

Senator Nelson. I do not want to go into that unless the com- 
mittee will be satisfied to scale the bill down to $75,000,000. 

Senator Vardaman. Mr. Chairman, I think the questions Senator 
Nelson was about to ask with reference to the diflFerent items are very 
important. I am sure that there are some places on that list where, 
after the war is over, the plant will be worth only the value of old 
iron. I know of some such cases — ^I will not mention the towns — 
but I think it would be well for us to adjourn until to-morrow, and 
then go over the items and get what information we can as to them — 
or we can go on this afternoon if the members of the committee 
prefer. I am willing to suit myself to the convenience of other mem- 
bers of the committee as to that. . , 

Senator Le^root. I can come any time. 

The Chairman. Then, if agreeable to Senator Martin and Senator 
Shields, we can meet to-morrow at 11 and go on with these details. 

Mr. CooKE. Will you need me then. Mr. Chairman? 

The Chairman. No. 

Senator Shields. And I would suggest that the gentlemen having 
knowledge of those details come prepared to be examined with re- 
gard to them. 

Senator Bankiiead. Senator Shields, this conunittee can not sit 
around this table and decide which projects oii^ht to be adopted and 
which ought not to be. AVe have to leave* tliat to the discretion of 
those wlio are to do tlie work. This committee can not take up a 
project and say, " We approve this,'- or " we disapprove this." 

Senator Vardamax. Xo: but that information will probably all 
be of benefit to ns in writfng this bill. 

The Chairman. Then, Mr. Dillon, will voti have whoever is to be 
l)resent to-morrow come prej)are(l to take up these items? 

Mr. Dillon. Yes. Mr. Darlington, will you have the gentlemen 
who are familiar with the details of all these items present at 11 
o'clock to-morrow to.;2jo over the matter in detail with the committee? 

Senator Nelson. And tell us Avhich ones are water-power and 
which are coal-power; ali-o the war supplies that they are to furnish 
at those various points. We want to know whether these plants are 
coal plants, or water-power plants, or both, and also what war activi- 
ties are going on there. 

Mr. Darlin(;t()n. You will have to call somebody else to tell you 
about tlie Avar activities. We can tell you about the power, how it is 
produced, etc. 

Senator Nelson. Well, we want to know whether it is needed for 
war ])uri)oses or not ; whether there is any Government activity at 
those places for producing war supplies. I did not know whether 
there was anything at Ca^ima Range of the kind or not. 

Mr. Darlington. We will trv to show vou that. 

(Thereupon, at 1 o'clock p. m., the committee adjourned, to meet . 
at 11 o'clock a. m., Saturday, October 12, 1918.) 
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SATXTBDAY, OCTOBEB 12, 1918. 

United States Senate, 
Committee on Commerce, 

Washington^ D. C\ 

The committee met in executive se$sion, pursuant to adjournment, 
at 11 o'clock a. m., in the committee room, Capitol, Senator Duncan 
U. Fletcher presiding. 

Present: Senators Fletcher (chairman), Vardaman, Shields, 
Martin, Bankhead, Nelson, Harding, Calder, and Lenroot. 

Present also, Mr. F. Darlington, chief of the power section, War 
Industries Board; Capt. W. W. Stanley (unassigned), United 
States Army, executive assistant to Mr. Darlington; Maj. Malcolm 
MacLaren, Corps of Engineers, United States Army ; Capt. A. M. 
Tinsley, Corps of Engineers, United States Army; Maj. H. Leyden, 
Corps of Engineers, United States Army; Maj. C. F. Lacombe, Corps 
of Engineers, United States Army, all assigned to the War Industries 
Board. 

The Chairman. Mr. Darlington, the committee is ready to hear 
any of the gentlemen whom you desire to present to explain the list 
of projects m detail. 

Senator Nelson. Have you a revised list? 

Mr. Darlington. No; but I was going to suggest that one of the 
engineers take the stand and tell the committee about the places with 
which he is familiar. 

The Chairman. Verv well. Will vou state vour full name? 
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STATEMENT OF MAJ. MALCOLM MACLABEN, COSFS OF ENOI- * 

NEEBS, UNITED STATES ARMT, ASSIGNED TO WAE INDTTSTBIES 
BOAED. 

Maj. MacLaren. My name is Malcolm MacLaren; I am a major 
in the Corps of Engineers. ' 

The Chairman. Do you belong to the Regular Army? 

Maj. MacLaren. Only for the duration of the war. 

The Chairman. What State are you from ? 

Maj: MacLaren. New Jersey. 

The Chairman. Have you made a survey or investigation re- 
garding these items mentioned in this statement? 

Maj. MacLaren. I have made a survey principally in the eastern 
part of the country, from Washington to New York, and through 
eastern Pennsylvania, New Jersey, and Maryland. I was going to 

45 
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surest starting with Baltimore. That is the first place on the list 
tiiat you have. 

Senator Nelson. Did you include Alexandria, Va. ? 

Maj. MacLaben. No; another officer had that. 

Senator Vardamax. I suggest that we let Maj. ^iacLaren answer 
as to the places he has surveyed and made a list of. 

Senator Xeusok. On this list [indicating], I find Baltimore, Md., 
and Lancaster Pa. Are those not treated as two separate points ? 

Maj. MacLaken. The reason for those two places being tied to- 
gether is that they are both served from a large hydroelectric plant 
on the Susquehanna River. 

Senator Nelson. That is, a water-power plants 

Maj. iJAcLAREN. Yes, a water-power plant. 

Senator Nelson. And what is needed in connection with that — an 
additional water-power plant ? 

Maj. AIacLaben. That water-power plant is already reinforced 
with steam, because it is very irregular: when they have low-water 
there is considerable falling off in power. 

Senator Nelson. Who controls that power ? 

Maj. MacLaren. That is the Pennsylvania Water Power Com- 
pany. 

Senator Nelson. You recommended $3,942,000 for that. Whv 
have you recommended that? 

Maj. MacLaren. That is for steam apparatus in Baltimore. The 
load m Baltimore has increased by a very large percentage on ac- 
count of war industries. One (rovernment phmt. the most im- 
portant, probably, that they have, is a gas shell loading plant, 
which will take some 25,000 horsepower. 

Senator Nelson. Have you any evidence as to wtfy the company 
is not able to put up this additional plant? 

Maj. MacLaben. We have this much evidence, that they antici- 
pated increasing the plant there a year ago. They ordered the ma- 
chinery, and have gone ahead and put in some 50,000 horsepower 
on their own resources. That is pretty nearly completed, but not 
quite. 

Senator Nelson. Do you want to put in something additional? 

Maj. MacLaren. Yes, something additional. 

Senator Nelson. Are they not suble to finance that? 

Maj. MacLaren. They say they are not able to finance that. 

Senator Nelson. Have you any other evidence than their state- 
ment as to whether they are able to finance it? 

Maj. MacLaren. No. sir. 

Senator Nelson. They are simply asking the Govermnent to do 
it: that is the basis of vour recommendation, is it — that the com- 
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pany asks for it? 

Maj. MacLaren. Yes, sir. 

Senator Neuson. You do not know of your own knowledge, or 
from any evidence that you have, that they are unable to do this 
work themselves, bv their own resources? 

Maj. MacLaren. Not beyond the cumulative evidence of having 
found the same situation in so many other places. 

The Chairman. You know the need for it? 

Maj. MacLaren. Yes, sir; we know the need for it. 
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Senator Vardaman. How much acUlitional power do they need 

there? 

Maj. MacLarex. About 50,000 horsepower additional. 

Senator Vardamax. Is that goin^^r to be produced by adding to 
the plant which they have constructed, or by building an independent 
plant which the Government might operate and control after the 
war is over? 

Maj. MacLaren. It it just an extension to the present plant, called 
the Westport plant, right on the harbor ; it fits into their own scheme 
of development. 

Senator Vardaman. Is there anv imderstanding that tbev shall 
take that plant over and reimburse the Government ? 

Maj. MacLaren. I do not think any details of how that loan or 
advance will be handled have been worked out. There have been 
several other cases of the Government. financing part and the power 
company financing part. 

Senator Vardaman. Could the Government operate its part of 
the plant independently, after the war if it should so desire? 

Maj. MacLaren. It would be a difficidt thing, because the same * 
men that are operating the boilers that we would put in now would 
be also supervising or handling some of the other boilers. It would Jj 

be a possible thing, I suppose : it might be done. ! 

Senator Bankhead. Is it your opinion that this extension, which * 

I understand to be now purelv a war necossitv — that is the idea, is Ji 

it not ? 

Maj. McLaren. Yes, sir. 
' Senator Bankhead. Is it your opinion that after the war — sup- 
pose the war should last a year; I think it will last two or thi-ee 
years — but when the war is over, what use will that company have 
for this new development and this extension of power? 

Maj. MacLaren. I have not personally investigated that question 
so nnich in Baltimore, but I have been in Philadelphia studying the 
way the load had been growing there before the war and the reasons 
for that increase in load, and I am thoroughly convinced that in 
those large cities where a great many manufacturing plants have been 
operating small steam plants of their ow^n, it is of great economic 
value to discard their old plants and get the power from the electric 
company, and that in itself is increasing the power company's loads 
a very great percentage each year. 

Senator Bankhead. I intended my question to apply generally 
and not to any specific case. 

Maj. MacLaren. Yes, I understand. 

Senator Bankhead. The idea here seems to be that nearly all of 
this expenditure, or this increase of power, is to be regarded as a 
war necessity ; it is necessary in order that the Government may carry 
on its preparations, make its munitions, and all that sort of thing. 
That is true, is it not? 

Maj. MacLaren. Yes, sir. 

Senator Bankhead. Now, the point I am trying to bring out is 
this : It has been asked if this company is able to finance this im- 
provement in addition to what it has already done. Now, what is 
the inducement for these companies to go on and spend large sums 
of money and make additions to their plants that are intended purely 
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to meet war necessities and will be of no great advantage to them 
after the war — ^because a large amount of this power which will be 
used in making war materials will not be needed by them for any 
other purpose? Why should these companies be expected to finance 
these plants at their own cost? 

Senator Vardaman. Is it not a matter of fact — if I may ask you 
a question, Senator Bankhead — ^that the prices that are being paid 
for these munitions of war are so great that, in many instances, the 
companies have put up entirely new plants and paid for them with 
their war profits? 

Senator Bankhead. Well, if the prices paid are in excess of a fair 
value, the Government ought not to have paid them. 

Senator Vardaman. Well, we know that it has done so. 

Senator Bankhead. No, I do not know that. 

Senator Harding. You gentlemen are talking about two separate 
and distinct thiiigs: One is the prices paid by the Government for 
munitions of war, and the other is the prices paid by contractors for 
power which is controlled by these public utility companies. 

The Chahiman. And the price paid for the article produced does 
not control the price paid for power. 

Senator Harding. If I get the import of Senator Bankhead's 
question correctly, Baltimore is a good illustration : the Government, 
by reason of its war requirements, asks for a large accession of power 
there* 

Senator Bankhead. Yes. 

Senator Harding. And under normal conditions there is no call for 
that power there. 

Senator Bankhead. Exactly. 

Senator Harding. Therefore the Government, in order to meet this 
emergency, will have to spend thousands of dollars for a mere tem- 
porary customer for the power. 

Senator Bankhead. That is correct. 

Senator Harding. Now, to meet the munitions production, the 
Government will step in and provide for that power. But the price 
of power is a stabilized thing ; there is no excess price on power dur- 
ing the war. 

Senator Vardaman. But there is an excess price on the thing that 
the power produces. 

Senator warding. But the power company does not get or have 
any share in that profit at all. 

Senator Vardaman. Sometimes it does and sometimes it does not. 

Maj. MacLaren. Well, the power is under the control of the public 
utility commissions, and the cost of installation has gone up tre- 
mendously^ 

Senator Harding. I understand that perfectly: but what I am 
trying to get at is, that the company which produces the war ma- 
terial may get a war profit, but I know of instances where the power 
has advanced in price; and we are dealing now with the power 
producer. 

Maj. MacLaren. Yes, sir. 

Senator Lenroot. But if the munitions manufacturer needs power 
and is getting such a price for his product that he can well afford 
to finance the power company if necessary, why should not he have 
some responsibility to carry out his contract? 
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S^xator Hardikg. That is a very different thing. If that can be 
arranged, that will be very equitable; but it is a very different 
proposition. 

Senator Bankhead. What I was trying to get at is to see whether 
I am right in my conclusion. I do not think we need set around this 
table and talk about these power companies financing this proposi- 
tion. They are not going to do it. They can not do it, in the first 
place. They have not the capital, and there is nobody going to 
lend them the capital, under present uncertain conditions, becausfe 
they do not know what is going to happen in a year; they do not 
know whether they are going to make enough profits to pay inter- 
est. And I do not think we ought to suppose for a moment that 
these power companies, who do not share in the profits of the manu- 
factures to any great extent, are going to undertake to finance these 
improvements. 

Senator Martin. This Baltimore company seems to have financed 
the additions to the extent of half what is needed — 50,000 horse- 
power. 

Senator Bankiiead. But they are not going to do any more. 

Senator Martin. We do not know that. We just have their word 
for it. 

Senator Bankhead. They have gone their limit. 

Capt. Stanley. I think the useiulness of the improvement after 
the war must depend on after the war conditions. If the country 
continues on a boom, they will be used, and the munition factories 
will be used for other purposes. 

Senator Bankhead. That is the point that I niade yesterday. We 
will have more business after the war than we have ever had before. 

Capt. Stanley. If we go into a long period of commercial depres- 
sion after the war, then for that period they will probably not be 
used. But it is only a question of time — a year, or two years or five 
years — ^l)efore there will be a general increase of industry that will 
make them useful. 

The Baltimore company planned, before costs got so high and 
before the money market got so tight, to go ahead, not with the 
50,000-horsepower addition, but with the whole 100,000-horsepower 
addition. It had ordered the machinery, and had its plans already 
made; and if the war conditions had not made money so tight and 
the construction so expensive, it probablv would have gone ahead 
and done it all. It showed a disposition to do what financing it 
reasonably could ; and it undoubtedly has the same disposition to-day. 

Senator Bankhead. I do not question the patriotism or the dis- 
position to do what they can of those companies ; but I tell you that 
they can not do it : these people can not go into the nuirket and sell 
these bonds for 80 cent on the dollar; they can not sell them at all. 

Capt. Stanley. The reason Ave did not go into exhaustive finan- 
cial examinations of these companies was that the financial condi- 
tions were unstable. We knew that they did not have any power 
to finance the undertakings. We knew that the financial condi- 
tions would change; they might get better and might get worse; 
and any data that we obtained on that basis would be worthless; 
and we had enough engineering work to do to keep us busy; so 
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we did not go into that. But it is a fact that the companies are 
not able to finauce these additions. 

The Chairman. Well, we are getting astray from the detjlils we 
were going to get in these cases. Let us get at the facts as to these 
projects. 

Maj. MacLaren. Well, I do not suppose anybody wants to go 
into details as to all the customers and the loads. 
. Senator Lekroot. We certainly want to know as to the customers. 

Maj. MacLaren. I can give you a list of the customers — page 
after page of them. 

Senator Lenroot. Those engaged in war Avork. 

Senator Harding. Mr. Chairman, this whole question that we 
are discussing here has a separate bearing on every individual case; 
and Congress can not go into the individual cases. We might ex- 
pend $500,000 or $1,000,000 on one plant, and it would be a valu- 
able addition to that plant because of the growth of that community 
and of the company. 

In another case, it might not be worth anything. And neither 
Congress nor this committee, sitting as a war committee, can pass 
on each of these individual cases. We have to adopt a general 
policy and leave it to the administrative body that has this matter 
in charge to work it out in detail. It is only a question of whether 
ypu want to give the power to the Governmental commission and 
let it spend the money and exercise its judgment. 

I, for one, am willing to grant the power if there is put in the 
bill the limitation on the Government building its own plants. 

Senator Lenroot. It seems to me that the committee ought to 
know what the necessity is for power in a particular place ; whether 
it is necessary for war production or not. It seems to me that 
that has a direct bearing upon the necessity of the amount author- 
ized in this bill. * 

Senator Harding. Well, do you understand that the appropriat- 
ing bill is going to specify expenditures in individual places? 

Senator Lenroot. It may or may not; but if this bill is limited 
in appropriation to the actual amount necessary, it will govern the 
use of the appropriation in the actual appropriation to be made. 

The Chairman. If some part of these projects are not immedi- 
ately necessary and can be postponed, we ought to know it. 

Senator Lenroot. Yes. 

Senator Vardaman. I think Congress ought to have some infor- 
mation as to these various projects — ^not necessarily as every in- 
dividual case. Personally, I should like to have it. I think it is 
a very prudent line of investigation myself. 

Senator Martin. I understand that the power company at Balti- 
more is about to complete the installation of a 50,000 horsepower 
addition to their plant? 

Maj. MacLaren. Yes, sir. 

Senator Martin. That is not yet ready to be used? 

Maj. MacLaren. Part of it is ready and the rest is coming along. 

Senator Martin. As soon as that is in use, the statement is, as I 
understand, that 50,000 horsepower additional will be needed at 
Baltimore? 

Maj. MacLaren. Yes, sir. 
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Senator Martix. I think it is very important that the committee 
should know why it is necessary; what war industries there are 
going to use it ; and whether they can get along without it or not ; 
exactly what war necessities will suffer if we do not provide that 
additional 50,000 horsepower. 

Maj. MacLaren. Yes. There are three or four big customers 
there that would illustrate that pretty thoroughly, I think. 

For example, the water-power company built a plant near the 
power plant for the manufacture of ferro-silicon. They intended 
that it should act as a sponge to take up the excess power during 
certain seasons of the year, but not intending to let it run all, the 
time. They could utilize their plant to the full capacity in that way 
and get what ferro-silicon they wanted. They ran perhaps nine 
months in the year; sometimes not that much. The demand for 
ferro-silicon for war purposes increased so nmch that the Govern- 
ment says that plant must be run all the time. It requires 25,000 
horeepower to run it to full capacity. 

Senator Martin. In addition to what it has now? 

Maj. MacLaren. No. I say now it is shut down entirely, when 
the water is not available. The Government says that it must be run 
all the time, even when the water is not available. That means 
25,000 horsepower. 

Senator Vardaman. Is that supplied by this additional 50,000- 
horsepower plant that the company has provided ? 

Maj. MacLaren. Well, if it had to be supplied from, that 50.000 
horsepower it would take half of it. 

Senator Nelson. Has the company relied upon the water power 
company wholly up to this times 

Maj. MacLaren. No; the steam plant in Baltimore last year were 
a little over 100,000 horsepower. 

Senator Nelson. Why can they not extend that? 

Maj. MacLaren. That is what they have done; they have added 
50,000 horsepower to that. 

Senator Nelson. They have added 50,000 horsepower to that? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Now, jow insist that the Government should 
add 50,000 more? 

Maj. MacLaren. Yes, sir. 

Senator Martin. What I want to know^ is, what necessity is there 
for that additional 50,000 horsepower? When you get the 50,000 
horsepow^er tl^at the company supplies, what vital war necessity 
will still be imsupplied? 

Maj. MacLaren. This ferro-silicon is one. 

Senator Martin. It does not appear from your statement that 
that will be unsupplied ; it is being supplied from the present addi- 
tion of 50,000 horsepower. 

Maj. MacLaren. Yes, that is one 25,000 from the 50,000 horse- 
power. In addition to that, the Government has placed one of the 
most important munition plants on the circuits of this company — 
for loading gas shells: and that is beginning to draw power now, 
but not to a very large extent. And that will take another 25,000 
horsepower. That is such an important plant that they are not will- 
ing to rely entirdy on the water power in Baltimore, but are build- 
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ing their own steam plant as well. Thej' have three possibilitie.s 
there. 

Senator Lenroot. Thpy are building their own steam plant, are 
they? 

Maj, MacLarzn. As a reserve. 

Senator Lenkoot. Of what capacity ? 

Maj. MacLaren. 20.000 kilowatts. 

Senator Lenboot. TOiat is, 25,000 horsepower? 

Maj. MacIjArek. Yes; they say one of those units must be ab- 
solutely kept as a reserve, because if they should have a failure 
of power there and the gas process was ffoing on when there was 
a sudden interruption of power, it would flood that factory with 
gas and kill a large number of the people working there; it would 
make it impossible to go near that plant until weeKs after the acci- 
dent. 

Senator Lenroot. Then that would add approximately l.'i.OOO 
horsepower in power requirements? 

Maj. MacLaren. Yes, sir. 

Senator Martin. That need has been supplied, you say? 

Maj, MacLaren. Half of it; half of it as a reserve. In other 
words, thev would have to rely on the water-power for half of it. 

Senator IMaetin. So that they would want to use the steam power. 
us well as to have a reserve of water power? 

Maj. MacLaren. Yes; because it is of such vital importance to 
them. 

Senator Martin. Do you not. think that is an excess of caution, 
to say that they must have three supplies? 

Maj, MacLaren. Not under the circumstances. 

Senator Vardaman. How long would it take you to install that? 

Maj. MacLaren. They placed orders for those machines in Feb- 
ruary. They put the whole activity of the <lepartments back of it. 
because they thought that it was so essential to get the apparatus 
promptly: and the hust estimate as to when the apparatus will be 
started is December of this year. 

Senator Vardaman. This 50,000 additional horsepower that you 
propose for the Government to furnish, how long would it take you 
to install that ? 

Maj. MacLaren. The apparatus actually is coming through the 
factory in anticipation of getting the relief; so they figure that 
probably by this time next year, if they get the authorization, they 
will have it. 

Senator Nelson. When could you get this additional plant in- 
stalled ? 

Maj. MacLaren. It would take about a year to finish it? 

Senator Nelson. It would take a year before it could be put in 
successful operation? 

Maj. MacLaren. Before it can be put in complete operation. 

Senator Nelson. Yes. in complete operation. And this is for war 
work, is it not? 

Maj. MacLaren. They will begin to get relief, probably, in six 
months. 

Senator Selson, According to Senator Bankhead's theory, this 
will be so much junk after the war. 
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Senator Bankhead. No, I did not say any of it would be junk. 
I have said that we could use this power as actively after the war 
as now, not only for war munitions, but for other tilings. We are 
going to use more power after the war than ever before, because 
Ave are' going to supply the world with manufactured articles: 

Senator Harding. Senator Bankhead, I am going to have you 
proclaimed as the champion optimist. 

Senator BAN^iHEAD. No, I am not an optimist a^ to all things. 

Senator Martin. He was a pessimist when he said he thought the 
war would last two or three years. I h^ve not the slightest idea 
that it will last twelve months longer. Of course, it is all a guess. 

Senator Bankhead. Yes, it is all a matter of guess. 

Senator Fernaij). Every man has a different idea about it; there 
are almost as many ideas as there are men. 

Senator Martin. As far back as two or three months ago I talked 
with the President and he told me that he did not think it would 
last over a year; and the Secretary of War has since said the same 
thing. 

Senator Bankhead. Nobody knows how long it will last. 

Senator Shields. If this is only a war measure and only justified 
by the war and will be a total loss to the Government after the 
war 

Senator Martin (interposing). That plant in Baltimore that you 
,say is so vital is running now, is it? 

Maj. MacLaren. Only a small part of it. 

Senator Martin. Only a small part of it is running. WelL has 
it been reduced or has it always been small? 

Maj. MacLaren. It is just being built. 

Senator Martin. I did not mean the power plant; I meant that 
manufacturing plant — I can not recall its name. That is just being 
started? 

Maj. MacLaren. Yes, sir; that is just being started. 

The Chairman. Are there any other customers on war work? 

Maj. MacLaren. Yes, sir; the Bethlehem Steel Co. have a plant 
at Sparrows Point, which is just outside of Baltimore; they have a 
rolling mill; they have a coke production plant for their own uses, 
and they have a shipyard. They have recently obtained $12,000,000 
to expand there*. 

Senator Bankhead. Where did they get it? 

Maj. MacLaren. I do not know. 

Senator Bankhead. They did not raise it, did they ? 

Maj. MacLaren. I do not know. 

Senator Nelson. Are they doing naval work or work for the Fleet 
Corporation at Sparrows Point? 

The Chairman. Both. 

Senator Nelson. Where do they get the power? 

Maj. MacLaren. They rely at the present time, I think, entirely 
on the Baltimore system. I am not perfectly sure about that. I 
think that is entirely on the Baltimore system. 

Senator Nelson. Are their necessities a part of what is included in 
this estimate? 

Maj. MacLaren. They will require about 20,000 horsepower, as 
they estimate now ; and they have not got really started yet. 
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Senator Nelson. From this same company? 

Maj. MacLaben. Yes, sir. 

Senator Martin. Mr. Schwab can surely finance that if he chooses 
to do so. 

Maj. MacLiArex. Well, we have tried the Bethlehem Steel Co. for 
three months, and we have not been able to get anything out of them. 

Senator Martin. Mr. Schwab owns the Bethlehem Steel Co. 

Senator Vardaman. In answer to a question yesterday, Mr. Baruch 
stated that the Bethlehem Steel Co. could not do it. 

Senator Martin. I am just speakitig from general knowledge, of 
course. • 

Senator Vardaman. Well, he mentioned that and made the specific 
statement that they could not. 

Senator Martin. I heard Mr. Schwab say once that he owned 

fretty much all of the companies in which he was associated; that 
e would not have any interest in a company unless he had prac- 
tically all of it; he had to be in absolute, supreme control or he would 
not have anything to do with the business. Now, his wealth is a 
matter of worldwide knowledge. I can hardly think that he would be 
unable to finance the development of power necessary for the Bethle- 
hem Steel Co. 

Senator Vardaman. Well, I think Mr. Baruch said specifically 
and emphatically yesterday that he could not. 

Senator Nelson. Now, the next thing, Maj. MacLaren- 

Senator Lenroot. Before you go into that, I would like to say 
this: so far, Maj. MacLaren, you have only shown necessity for an 
additional 8,000 horsepower. 

Maj. MacLaren. In addition to the 50,000 horespower that they 
are putting in ? 

Senator Lenroot. Yes; your estimate is 53,000, and vou have onlv 
shown so far 8,000. 

Maj. MacLaren. The increased war activities around Baltimore 
and in these outlying portions of the territory, especially, have re- 
quired a great deal of increased trolley capacity. The trolley lines 
are all tied in on the same system. They are getting cars for the in- 
creased traffic as fast as they can ; but the amount or power necessary 
depends a great deal on the number of cars they can get, and on the 
rate at which the construction, is completed on the new lines. So 
that we do not have very accurate data on that. But it is something 
like 10,000 horsepower for the railroads alone. 

Senator Lenroot. Is it your idea that the Government is going 
into the very vast proposition of financing the street-car systems 
throughout the country? 

Ma]. MacLaren. The Shiping Board has done it, I know, in a 
number of individual cases. 

Senator Lenroot. At Hog Island, yes. Have they in other cases ? 

Maj. MacLaren. They have in New Jersey, in the case of two 
lines running toward the shipyards in the Newark Bay region. 

Senator Lenroot. But in the case of Baltimore, you speak gen- 
erally of the increase of wai: activities making extensions necessary. 
Now, is it the thought of this bill that, where there is need of addi- 
tional power for street-car systems, we will undertake to provide 
that too ? 



BMEBaENOY POWBB BILL. 55 

Maj. MacLaren. It would cover the power for the street cars, but 
not in the street cars themselves. 

Senator Lenroot. I understand it would not cover the street 
cars ; but is there any reason that the communities should not under- 
take to provide that power themselves ? 

Maj. MacLean, Through 

Senator Lenroot (interposing). Through an increase in rates, 
where necessary, so that the companies may finance themselves, in- 
stead of saddling that all on to the Government ? 

Senator Fernald. That is a very pertinent question. 

Maj. MacLaren. The power that goes to the railroads is only a 
very small percentage of the total power necessary. It might be 
that the locality in some cases could finance the cost and bear the ex- 
pense after much delay ; but the power in this case is so intimately 
associated with the whole power problem that it would seem it 
ought to be considered in that connection. 

Senator Lenroot. It really presents, then, the problem of whether 
Congress shall undertake to give relief in the way of power to fac- 
tories engaged in war work, or whether we shall go into the very 
vast field of taking care of all shortage of power, does it not ? 

Capt. Stanley. All that is required for war work. 

Senator Lenroot. When you say 'required for war work" — when 
you speak of Baltimore, the extension of street-car lines there is a 
general activity, is it not; it is not confined to war work? 

Mr. Darmngton. Let me answer that question. I have been direct- 
ing this power-survey work for Mr. Baruch. 

Our plan in making these estimates, which was followed, and upon 
which these estimates are based, was to disregard power that is not 
essential to war work, either directly, for manufacturing war mate- 
rials, or, indirectly, for the economic or social system that has to be 
kept up in order to keep the industrial conditions sound. We have 
considered in all of our work that one of the essential elements in 
determining what is necessary for the war is to determine, first, what 
are the requirements for power for producing non-essentials in a 
district, and they are disregarded. 

But when it comes to the question of whether a thing is essential 
and power must be furnished by private means, and if private means 
cannot do it, or will not do it, then by Government means, we have 
considered whether this additional power will be essential to keeping 
the war industries alive. If a street-car system is not necessary, or 
in part necessary, for keeping a war industry alive, we do not pay 
any attention to the power supply of it. 

If we have a city that is full of industrial and business activities, 
we do not estimate, even in such a city, any expense for creating 
street-car lines, or furnishing cars, or that kind of work, in the survey 
that we have made of the needs for power; But if the power is 
necessary to operate these cars to keep up purely war industries, to 
keep the people going to and from the war factories, we recognize 
that the best way to get that power is to get it as part of the great, big 
central systems; and we have included in some cases enough power 
to keep the street car lines, to that extent, supplied with power. 

Senator Lenroot. Then in any city like Baltimore or Philadel- 
phia — any of the cities where they have a large amount of war work 
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going on — it would be within the purview of this bill to finance the 
public utilities in those cities, so far as power is concerned? 

Mr. Darlington. Only to the extent that power is necessary to run 
the street-car lines to carry citizens who are in war industries; and 
after we have discarded and disregarded and allowed to become idle 
such parts of lines as are not essential to war work. It is based on 
personal judgment and individual survey in each case. 

Senator Lexroot. Now, Major MacLaren, so far you have, includ- 
ing the street-car lines, 18,000 additional horsepower necessary for 
the Baltimore district. What else is there ? 

Maj. MacLaren. When you begin to go into the smaller customers, 
it becomes hard to tell — there is one item that I have not referred to 
and that is a question on which engineers differ; that is, what you 
can count as your reliable capacity for operation. 

In Baltimore a month ago, they had an unusually low period in 
the river. The result was that is was necessary for them to cut off 
customers and reduce loads. We felt that there ought to be more 
capacity than we have at the present time to provide against such 
a condition existing again. There is a little margin for that; I do 
not know exactly how much it is. 

Senator Lenroot. That would be, not for a necessity, but for a 
contingency ? 

Maj. MacLaren. There is a real shortage there at the present 
time ; and it will wipe out that shortage. We ought to provide addi- 
tional capacity — perhaps 5,000 horsepower. 

There is one other large customer there that is increasing its load, 
and that is the Electrolytic Copper Refining Co. This one plant re- 
fines about 60 per cent of the total copper in the country, and with the 
increased demands for copper they are expanding there and want 
about — I think it is (),000 horsepower: I am not perfect!}' sure. 

Senator Fernald. Major, let me ask you one question: Did I 
understand you to say that it would take about a year to complete 
this new installation? 

Maj. MacLaren. It would take about a year to complete it; but 
they would begin to get relief, probably, in about six months. 

Senator Fernald. If all war activities should cease, do you know 
of any immediate use that this power could be put to? 

Maj. MacLaren. I should think there might be a falling off while 
these factories were being reconstructed to a peace basis; but I 
think there is an ultiuiate need for them. 

Senator Fernald. But with the industries already there, there 
would be a cessation of activities and it would be a considerable 
time before this newly-created power would be used, would it not? 
Of course, it is a matter of conjecture when this war will end; there 
are as many opinions as there are men as to when the war will 
cease: but provided it should cease inside of a year there would 
be no immediate use to which this power could be put, would there ? 

Maj. MacLaren. I think there would be a falling off; but I do 
not know how far it would go. I have tio data as to that. 

Senator Vardaman. All of your calculations have been made for 
war purposes, I apprehend? 

Maj. MacLaren. Yes, sir. 

Senator Lenroot. I understand, Major MacLaren, that in the 
Baltimore district, as against your estimate of 53,000 horsepower, 
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20,000 is all that you can figure out in detail as being necessary for 
war industries? 

Maj. MacLaren. No, sir, there are some smaller companies here 
on this list. 

Senator Lenroot. I will be glad to have the others. 

Maj. MacLaren. Baltimore Dry dock and Shipbuilding Company 
are asking for 5,200 horsepower. 

Senator Lenroot. What have they at present? 

Maj. MacLaren. I do not know; I will have to look back in the 
other part of these papers. (After a pause). They have 5,700 at 
present. 

Senator Lenroot. 5,700 ? 

Maj. MacLaren. The Baltimore Tube Company, 4,500 

Senator Lenroot (interposing). The shipbuilding company, are 
they running now to capacity? 

Maj. MacLaren. I do not know individually as to that particular 
plant; but I know in general that every shipbuilding yard in the 
country is 'working its forces up to the limit. 

^ Senator Lenroot. That is what I supposed. How does it come 
that they require 5,200 additional horsepower? 

Maj. MacLaren. Building new ways, I imagine. 

Senator Lenroot. But you do not know ? 

Maj. MacLaren. Not that particular plant. 

Senator Lenroot. Let me ask you this general question: To 
what extent have you investigated the needs of each particular plant 
so far as they pertain to war work? Have you gone directly to the 
plants to see what is needed? 

Maj. MacLaren. A great many of them — the biggest ones. 

Senator Lenroot. Well, this is a very big one. You do not seem 
to have investigated that personally. 

Maj. MacLaren. This Baltimore situation has been investigated 
by myself, Capt. J. C. Damon. Capt. G. K. Millenberger and Capt. 
W. J. Lamar. The four of us have been at work upon that. 

Senator Lenroot. Well, let me repeat : What is the fact with ref- 
erence to this access of power tliat is required? What is it for? 

Maj* MacLaren. It is for building ships. 

Senator Lenroot. Well, how much in detail? It seems to me. 
Major, that you ought to he able to inform this committee how it is 
that they require 5,200 hor-sepower extra: the mere statement that 
they need it for building sliips is not sutHcient; it ought to be more 
in detail than that. It seems to me that the survey should show just 
what contracts those people have, and what the requirement is. 

Mr. Darlington. Senator, let me explain this condition. I think 
if I can make a statement to you, it will clarify the situation and you 
will agree with the conclusions that we have reached. 

Senator Lenroot. Just let me make a statement previous to that. 
Of course, the shipyards would like more power, and to get more 
contracts; but that does not mean that the ships could not be built 
at other places where there was power. 

Mr. Darlington. But we have not considered any power unless 
there were actual contracts undertaken. 

Senator Lenroot. That is what I wanted to know. 

Mr. Darlington. But Maj. MacLaren could not speak of that 
from his own survey. This one survey was made by a man who is 
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now in Habana^ and could not come to these hearings; and by 
another man who is now in Pittsburgh. But these figures as to th^ 
amount of power required are made up by taking the lists of going 
concerns or projected concerns, with business on order, and examin- 
ing — not in every instance, because there are hundreds of them, in 
fact, they would run into many thousands if we took them all with 
all the estimates we have got. But we have considered their esti- 
mates; and our engineers have gone and examined into the larger or 
more important ones, and also the doubtful ones; and in each case 
we have set down the figures — Maj. MacLaren has a list showing the 
amount of power they are using, the amount they expect to use, and 
such points as seem to be doubtful ; and the aggregate of these figures 
given is the amount actually necessary for war work — and where the 
private companies are not able to finance their own construction, we 
have figured the amount of additional power they will need. And 
then our engineers have looked over the best method of getting that 
additional power; whether it is by building additions to existing 
plants, or interconnecting to various systems that might have power 
which could be taken from their own place to another, or however it 
might be, including the time it will take to do it and the cost of 
doing it. 

Senator Lenroot. Let me ask you this question then : To what 
extent have you taken into consideration the ability of the contractor 
or manufacturer to build an independent steam plant and furnish 
his own power? 

Mr. Darlington. That has been carefully considered in every 
case — not always as to his financial ability to do it, but on the matter 
of expediency, the time and the cost. There are many of these in- 
dividual plants which cost twice as much in money, and more than 
twice as much in material and labor, and will take far longer to 
build than a central station plant; and the War Industries Board 
would consider such an undertaking, even if the company was able 
to carry it out, a very wasteful undertaking at this time, and our 
engineers have advised against that. 

Also, the fuel question comes in here : To run a private plant takes 
more fuel, and sometimes three or four times as much fuel as it does 
to furnish the power from a great central station with large con- 
densing units. 

Senator Shields. Then your policy would be, in expending this 
fund, to get this extension of power to extend existing power plants 
instead of aiding private plants or building new plants? 

Mr. Darlington. We would do what would be most expedient, 
but I should say that in 98 per cent of the cases the most expedient 
and the quickest way to get power is to expand existing power plants, 
or to interconnect existing plants. 

Senator Shields. Existing power plants? 

Mr. Darlington. Yes; existing power plants. 

Senator Shields. That is, power plants as distinguished from in- 
dividual plants to operate some individual factory ? 

Mr. Darlington. Yes; the individual plants being the most ex- 
pensive and least desirable way of doing it. 

Senator Lenroot. Of course, so far as time is concerned, I think 
ihere is great force in what you say. So far as expense is concerned, 
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if a man takes a contract from the Government to furnish certain 
war material at a certain price, the matter of expense is not of in- 
terest to the Government — what the man shall pay out of his pocket. 

Mr. Darlington. It is of this much interest — there is the matter 
of machinery alone 

Senator Lenroot (interposing). I understand, but I mean as to 
the expense. The mere question of the expense to a private con- 
tractor is not of interest to the Government where that contractor 
has taken a contract to furnish the material to the Government. 

Mr. Darlington. Where the contract is a flat-price contract we 
would rather see the contractor furnish his own monev. 

Senator Lenroot. Where the contract is taken at a flat price he 
is not going to raise his price if he has to pay increased prices for * 
his power? 

Mr. Darlington. Manv of these contracts are renewal contracts. 
They work out their contract production and then they get a renewal, 
and unless the actual cost of power, etc., is going to be economical 
that contractor will get the extra cost out of the Government. 

Senator Lenroot. That is all. 

Mr. Darlington. Now, we have in Baltimore a long list of power 
users. Do you want us to go into that in detail? jj 

Senator Lenroot. I would not care to have you do so. A mere j! 

list of power users is not important without information as to '• 

Mr. Darlington (interposing). We have a list of the additional \\ 

power they are going to take. I 

Senator Martin. What interests' me is to know whether there is ' 

a war industry there that is suffering. If that is so I want to relieve 
them even though I do not believe that emergency will last very 
long. If at the present time there is somebody manufacturing muni- 
tions of war there and they can not proceed without more power; 
if they are in jeopardy, if they are hampered and unable to supply 
what the Army or other war activities need, I want to supply them. 

Mr. Darlington. Maj. MacLaren can answer as to that. 

Maj. MacLaren. That happened a month ago, when the water 
was low; but there were storms up in the mountains later, and the 
water supply then became adequate for the present. 

The Chairman. Maj. MacLaren, can you give us these cases of 
necessity that you want to stress particularly in this region? 

Maj. MacLaren. This group that I have here? 

The Chairman. Yes : and as briefly as you can, because we want 
to get on with the hearing. 

Maj. MacLaren. The next one of them on the list is the Hauto 
plant. This plant is in the anthracite coal region, .about 30 miles 
south of Wilkes-Barre. It is connected in the south, with another 
large plant at AUentown, and a larger plant at Hazleton, in the 
north. There are two smaller plants over toward the Susquehanna; 
so that the interconnected system runs from the Susquehanna to the 
Delaware. 

Those are all steam plants. There is no water-power there. The 
biggest load is delivered to the coal mines ; there is also a very large 
load going to the cement mills. That region supplies about 60 
per cent of the cement in the country, I believe, the eastern Pennsyl- 
vania region. 
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It also furnishes power to' a number of munition plants, the big- 
gest one being the Bethlehem Steel Co., in South Bethlehem. On 
account of the pressure that has been brought on the coal mines for 
increased production, practically all the coal mines have increased 
their loads. 

The Bethlehem Steel Co. has increased its load tremendously, with 
the result that about two months ago, I think it was, there was not 
enough power to go around among all the customers, and there were 
interruptions of service ; the Bethlehem Steel Co. was suffering very 
materially in its production of big guns, due to a lack of capacity 
on the system. 

The Lehigh Navigation & Electric Co., which operates these plants, 
had started a building program just about a year ago ; it had actually 
begun excavations for the extension of this Hauto plant, when its 
funds gave out and work was entirely stopped; if that company 
had had the finances to proceed with, there would not have been this 
shortage which is occurring now. 

The Chairman. Where were they locating this new addition? 

Maj. MacLaren. Part of the Hauto plant was to be increased 
in size. 

The Chairman. How far did they go with the extension? 

Maj. MacLaren. They got started with the excavations, and had 
ordered a good deal of the material. 

In order to save the Bethlehem Steel Co. and maintain decent 
operation there, the Priorities Board ordered the cement companies 
to reduce their load 25 per cent, and give that to tlie Bethlehem 
Steel Co. as an emergency measure. 

The obvious solution of the difficulty seemed to be that if the 
Bethlehem Steel Co. needed a large increase in power, they should 
pay for it. They said they did not have any money to do so. There 
were two engineering plans proposed to meet that immediate situa- 
tion of the difficultv at Bethlehem : one was for the Bethlehem Steel 
Co., to put in their own plant; the other was for the Lehigh Naviga^ 
tion & Electric Co. to extend their plant. 

Senator Fernald. Did the Bethlehem Steel Co. refuse to pay the 
expenses of providing the exrta power required? 

Maj. MacLaren. Yes, sir. 

Senator Fernald. Well, then, they would refuse to pay the Govern- 
ment, I suppose, just the same; they would just as soon pay this com- 
pany as to pay the Government — for the same reason. 

Mr. Darlington. I can answer that, because I was more directly 
in that negotiation than Maj. MacLaren was. The Bethlehem Steel 
Co. agreed to pay a rate for power, but they will not advance any 
money for the power company, the public service company, to create 
additional power facilities to the plant. 

Senator Lenroot. Why not? What reason did they give? 

Mr. Darlington. That I can not tell you. Mr. Dillon knows about 
that. 

(At this point there was an informal discussion, which the stenog- 
rapher was directed not to report). 

Senator Nelson. Do you not think it would be better to let these 
contracts to persons and places having the power now, instead of 
letting the contracts to places where they have not got the power ? 
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Mr. Dablington. Undoubtedly, where it can be done ; where the 
facilities are suitable. 

I want to mention one thing that has a bearing* on this matter: 
That has been done, to a very large degree, especially since Mr. 
Baruch came in and became an arbitrator, whereby we could have 
a central head to direct things. Our reports, made monthly to the 
War Industries Board, have indicated to the various departments of 
the board, and Departments of the Government, the surplus power 
that was available in the various parts of the United States, with the 
idea of enabling that power to be utilized. Of course, they can place 
the power only wliere conditions are suitable; where transportation 
and fuel, and other things, fit in, and where the labor conditions are 
right. 

We had on our schedules available power, where industries could 
be placed, on June 1 of this year, to the extent of 509,332 horse- 
power. That was the surplus power in the country, without regard 
to other conditions. 

Since that time, up to yesterday, our reports show that there has 
been a shrinkage of power that can be ultilized, that is already in 
existence, to 80,000-horsepower. In other words, the power has been, 
in one way or another, made unavailable. 

Now, the different ways in which that has happened have been, 
first, that chemical plants have taken up 120,000 horsepower — — 

f^enator Nelson (interposing). A good deal of that shrinkage, 
Mr. Darlington, has come from the drought that has prevailed in 
different parts of the country; the streams have become much lower 
on that account. 

Mr. Darlington. No, sir, that is not covered by this estimate. 

Senator Nelson. Well, you need not say that ; I know it of my own 
knowledge, with regard to the State of Minnesota. 

Mr. Darlington. Well, that is not reflected in this estimate, be- 
cause we estimated the amount of water power 

Senator Nelson (interposing). Well, you have not looked into it, 
then.* 

Mr. Darlington. Yes, sir; we estimated the amount of water- 
power, in making up our estimate, that we though we could reason- 
ably depend upon — ^not the lowest or the highest. This 509,332 
horsepower that I mentioned as available was what we thought we 
could reasonably count on, with a normal condition of the rivers and 
streams; and we still count the rivers as normal, although they have 
disappointed us. 

Senator Nelson. Well, when the fall rains come on in this moun- 
tain region — our big storms occur in the winter ; and they have their 
biggest floods in the Ohio in February ; and there will be plenty of 
water for electric power in those seasons. 

Mr. Darlington. That is quite true. 

Senator Nelson. Power that has been scarce during the summer. 

Mr. Darlington. But we are afraid of losing it again next fall: 
and we do not want our industries to stop then. 

Senator Nelson. That may be true. 

Senator Bankhead. I suppose a large amount of that surplus 
power to which you refer was produced by steam? 
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Mr. Daklingtoi^. Undoubtedly. This [indicating] is not a com- 
plete list of steam power, but it represents all that we have scheduled^ 
and represents a very large proportion of it. 

Now, to go back and show you how that power has been absorbed, 
120,000 horsepower has been absorbed in chemical plants; 154,664 
horsepower has been taken up by miscellaneous industries, all having 
to do with the war, because there have been no industries started 
in these sections that were not war industries in one way or another — 
that were not important to our success in carrying on the fight. 

There have been ruled out of this schedule of 509,000 horsepower, 
108,000 horsepower because it is in congested districts, where we do 
not want to place any more business, and therefore we do not want 
to use it. That takes in Massachusetts, at two points, and also New 
York City, where there is a large amount of power. Two smsiU 
blocks of power have been reduced because they are taken up in \)vo- 
ducing an increased coal supply. 

There have been accidents to machinery, which will take a year to 
repair, absorbing 46,600 horsepower; leaving us a balance of only 
80,000 horsepower now in existence that we know of on which we 
can locate industries. 

Senator Lenroot. Have you added to that the power which is 
gained through the curtailment of nonessential industries? 

Mr. Darlington. We do not consider power short unless nonessen- 
tial industries have been written oflf as not needing power. 

Senator Lenroot. I do not mean nonessential ; out there has been 
a curtailment of what are still classed as essential industries in many 

cabes. 

Mr. Darlington. I would like to make a statement, if the commit- 
tee cares to hear it ; and I think I can answer the Senator's question 
directly in making this statement, because it covers a broad principle : 

When we commenced making this power survey, all of these reports 
in the larger sections classified the power into different groups ; and 
one of those groups was the nonessential group, where the power 
was used for producing things that it would not affect the war pro- 
duction, or the economic system of the districts to do without. 

That has been rapidly going down. In the big manufacturing 
centers over the country, it ran from 7 to 11 per cent of nonessen- 
tial power. Now, the general average is from 2 or 3 per cent to 5 
or 6 per cent of nonessential power. By "nonessential,'' I mean 
that which can be dropped without hurting war production, or the 
economic conditions of the country to keep up our social system to 
meet the war requirements. 

Senator Lenroot. Have you made any estimate of what power 
will be gained on December 1, through the closing of the breweries 
of the country? It will be a very substantial gain, will it not? 

Mr. Darlington. I will have to ask one of my engineers about 
that. That question has not come before me ; but my impression is 
that, in almost all cases, the breweries have their own steam and 
produce their own power. 

Senator Lenroot. It will involve a vast saving of coal, will it not? 

Capt. TiNSLEY. No; there is not much power used in brewing; it 
is used in their refrigerating plants; it is not used much in produc- 
ing the beer. 
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Senator Lenroot. Coal is also used in malting plants, which do 
use a large amount of power. 

Mr. Darlington. But that power does not come from the cen-^ 
tral stations. 

Senator Lenroot. Well, I do not know whether it does or not in 
the malting plants. 

Capt. TiNSLEY. We recently classified the customers for electric 
power in Cleveland, Ohio, and found only one brewery there that 
used the power. 

Senator Lenroot. AVell, how about the malting plants? Do they 
not use power to a considerable extent? 

Capt. TiNSLEY. That is under the same head as the breweries. 

Senator Lenroot. Well, a malting plant is a separate industry: 
our malting plants are not connected with breweries. 

Maj. Lacombe. To a large extent the malting plants for the 
breweries have already shut down. 

Senator Lenroot. The malting plants were shut down until 
October 1. 

The Chairman. Is there any plan on foot to utilize those breweries 
and malting plants in making some kind of war material? 

Maj. Lacombe. Yes, sir. One of the largest brewing interests 
in the country, in cutting out the brewing, is now going into the 
industry of electric steel — ^by using electric steel furnaces, and also 
in the manufacture of ferro-alloys. And they have considered the 
use of their own brewery buildings, with some of their own equip- 
ment, and would use them, unless they could find cheaper power 
elsewhere. 

The Chairman. A large portion of this power, Maj. MacLareh, 
at Hauto, is for increasing the output of the coal mines; is that 
correct? 

Major MacLaren. I might just read a list of them; it is not very 
long. 

The Chairman. All right. 

Maj. MacLaren. The Whitehall Cement Co., the Lawrence Cement 
Co.— 

Mr. Darlington (interposing). Have you the amounts in each 
case? 

Maj. MacLaren. Yes. The Whitehall i^ 2,500 horsepower; the 
Lawrence is 900 horsepower. Penn- Allen Cement Co., 2,300 horse- 
power ; the Bethlehem Steel Co. is clown at 10,000, but since this re- 
port was written their demands have almost doubled. It would be 
pretty nearly 20,000 horsepower now. Thomas Gibson & Sons, 
woolen mills, 256 ; L. Razo & Co., silk, 300. We have since instructed 
them not to connect that load, as we did not consider it essential. 
Duplan Silk Co., 700 horsepower; Jeansville Iron Co., 1,100; Ameri- 
can Car & Foundry Co., Berwick, 1,500 ; another plant of the same 
company at Milton, 800; Lehigh-Portland Cement Co., 1,000; Lehigh 
Car Wheel & Axle Co., 300; Taylor Engineering Co., 1,000; Lehigh 
Coal & Navigation Co., 1,000; Lehigh Vallev Coal Co., 2,000; Cran- 
berry Creek Coal Co., 1,800; M. S. Kenmier & Co., 2,200; Hardy 
Bros., 200; Evans Colliery, 600; Lehigh Valley Coal Co., at another 
locality, 600; Dodson Co., 2,200; Harwood Coal Co., 800. 

Then another group of loads that are imder negotiation — those 
were all contracted loads 
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Senator Vakdman (interposing). Those were all what! 

Maj. MacLaren. Those were all loads which had been contracted 
with the manufacturing companies. 

Senator Nelson. Were those all coal mining companies? 

Maj. MacLaren. The last group — ^half of those were coal mining 
companies; the other group consists of miscellaneous manufacturing 
companies, the biggest one being the Bethlehem Steel Co. 

Senator Lenboot. With reference to coal mining companies, have 
you made any survey to ascertain to what extent those coal mining 
companies had steam plants of their own that were not being utilized 
but were using electric power? 

Maj. MacLxVRek. They were being utilized, and in general, they 
are being maintained; but in some cases they are being replaced 
with electricit3\ The coal mine's own plant distributes the steam 
through long steam pipes, to steam pumps and to fans ; and the other 
misceflaneous loads. They take, on the average, 10 per cent of the 
codl lifted to produce their power by that means. If they were 
connected to the electric power, this would be reduced to 2 per cent, 
especially due to the more efficient pumping; but it is more efficient 
than the steam generation all along the line; and it is about in the 
above proportion. 

Senator Lenroot. Am I to understond bv that that it takes 10 
tons of coal to produce the same power through steam that 2 tons 
will produce through electricity? 

Maj. MacLaren. It does not mean quite that. It means that to 
operate your pumps by steam, through your own steam plant, and 
the other processes in the mine, it will take 10 tons of coal, whereas, 
operating electric pumps and the other processes by electricity, from 
a large steam-generated plant, it would take about 2 tons. 

Mr. Darlington. That is exactlv what the Senator asked vou, is it 
not? 

Maj. MacLaren. No. 

Senator Lenroot. Do you mean that by using electric power for 
part of the operations, they are now using only 2 tons of coal for 
steam power instead of 10? Or do you mean that the whole opera- 
tion of the mine now requires but 2 tons of coal, including the coal- 
produced electricity, as against 10 tons of coal that would be Re- 
quired by steam? 

Maj. MacLaren. Xo. I mean that in the operation of the mines — 
the coal that is used in the steam power plant for operating the mines 
is now 10 tons, whereas it would be only 2 tons under an electric 
plant. 

Senator Lenroot. Then let me ask you how much coal would be 
required to produce the electricity? 

Senator Martin. Two tons to produce the electric power, as 
against 10 tons to produce the steam power. 

Capt. StaniiEY. It means that for every 100 tons of coal that is 
lifted out of the mines, using their own steam plant, they burn 10 
tons of coal. 

Mr. Darlington. In the anthracite field. 

Capt. Stanley. Yes, in the anthracite field. If they discontinue 
their own plant, or where they do not use their own plant, and lift 
the coal and run the fans, etc., by a central electric station, they 
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would only use in that central station 2 tons of coal to lift 100 tons 
of coal. 

Maj. McLaren. That is exactly what I mean. 

Senator Lenroot. But you said you did not, in answer to my first 
question, whether it takes 10 tons of coal to produce the same power 
through the use of steam that 2 tons will produce through the 
use of electricity. 

Maj. MacLaren. There is one different element that enters in 
there : If you run a steam pump as they do now, it takes a great deal 
more steam than if you put that steam into an electric turbine and 
produce electricity and pump with electric pumps. 

Senator Lenroot. I see. Let me ask you the question, then, as to 
producing horsepower, what is the comparison between the amount 
of coal required to produce a given amount of electric power and 
the amount required to produce the game amount of horsepower 
by steam ? 

Mr. Darlington. The answer is 5 to 1, is it not, Capt. Stanlej? 

Capt. Stanley. I do not think that quite answers it, because if you 
are just generating steam power, you do not get a comparison; be- 
cause it depends on what kind of a mechanical unit you use that 
power on. If you put it on a small pump, it is less efficient ; if you 
put it on other things, it may be more efficient. Now, when you 
generate the steam for coal-mming, you bum the coal either at the 
mine or at the central station. At the central station, you can use 
the steam in large units, and there is little w aste. In a plant at a 
mine, you have a very wasteful use of steam. As a matter of fact, 
the big boilers of the electric plant are ^lore economical than the 
little boilers at the mine. 

But it is not so much a question of horsepower ; it is a question of 
mining, per hundred tons of coal. If you are going to get 100 tons 
of coal out of the mine and put it on the car, in the case of the mine 
w' ith its own plant it will take 10 tons of coal ; and in the case of the 
one that depends on the central station, only 2 tons of coal will be 
burnt. Therefore, for every 100 tons of coal mined, you have a net 
saving of 8 tons of coal. 

Maj. Ma( Laren. Yes, the net saving is 8 tons of coal per 100. 

Senator Bankhead. Is it not true that a large per cent of these 
mines are electrified? That they are lighted by electricity and 
pumped by electricity, and that they do their mining by electricity 
and haul their coal from the mine to the tipple by electricity ? 

Mr. Darlington. Not in the anthracite field. 

Maj. MacLaren. No; it has just been introduced there within the 
last two or three years. 

Senator Bankhead. That is true of the coal mines generally. I 
know we are mining coal by electricity in our section. 

Senator Fernald. Mr. Chairman, 1 move that we adjourn. It is 
nimost 1 o'clock. 

The Chairman. Before I put the motion I might inquire whether 
there are any officers here who are likely to go out of town, or whom 
Mr. Darlington specially desires to have make a statement today ? 

Mr. Darlington. When will the next meeting be? I should like 
to have an idea as to that. 

The Chairman. That is left to the committee. 

87135—18 5 
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Senator Vardeman. Before we can definitely determine that it 
will be necessary for Mr. Darlington to answer the chairman's ques- 
tion — can the oflScers now present be present at any time the chair- 
man may call another meeting of the committee ? 

Mr. Darlington. If you will give us notice far enough ahead ; we 
should like a couple of days' notice ahead; ordinarily only one or 
two of these men are here in our offices at a time. 

The Chairman. I did not know but that you would like to have 
one or two more make a statement to-day. 

Mr. Darlington. If you can set a day we could more easily be 
here. 

The CHAiR3fAN. Well, our i-egular meeting day is Thursday. It 
seems to be the sense of the committee that we adjourn now. 

If the committee is prepared to resume the hearing earlier than 
next Thursday I will let you know ; but if I do not advise you before 
then you will understand that we will take the matter up again next 
Thursday. 

Senator Vardeman. I think that will be satisfactory. 

The Chairman. If we can get the committee together earlier than 
that I will be glad to let you know. 

Senator Lenroot. Before the hearings are finally concluded I 
should like to have the attorney who drew the bill appear before the 
committee. 

The Chairman. Yes ; you might have Mr. Ganz attend. 

Mr. Darlington. Mr. Ganz drew the first model; and Mr. Bulkley 
also worked on the bill. 

Senator Lenroot. We ought to finish these other features of the bill 

first. ... 

(Thereupon, at 1 o'clock p. m., the committee adjourned, subject 
to the call of the chairman.) 



EMERGENCY POWER BILL. 



THUBSDAY, OCTOBEB 17, 1918. 

United States Senate, 
Committee on Commerce. 

Washington^ D, C, 

The committee met, in executive session, i^iirsuant to call, at 10.45 
o'clock a. m., in the committee room, Capitol, Senator Duncan U. 
Fletcher presiding. 

Present: Senators Fletcher (chairman), Vardaman, Martin, Bank- 
head, Nelson, Jones, Harding, Fernald, Calder, and Lenroot. 

The Chairman. I believe Maj. MacLaren had not finished his 
statement when we adjourned last Saturday ; and I suggest that he 
resume his statement. 

Senator Lenroot, I believe you wanted to question Maj. MacLaren 
further. 

Senator Lenroot. No; I was through questioning Maj. MacLaren 
with regard to Baltimore. 

STATEMEirr OF UAJ. MALCOLM MACLAEEN, COEPS OF ENOIN- 
EEES, TTNITED STATES AEMY, ON DUTY WITH THE WAE INDUS- 
TEIES BOAED. 

Maj. MacLaren. Yes; I think we had finished with Baltimore and 
were on Hauto when we stopped. 

Senator Lenroot. On what? 

Maj. MacLaren. On Hauto — on the Bethlehem steel. I had fin- 
ished, so far as I knew, on that, unless there were some questions 
which might come up in connection with Hauto. 

Senator Nelson. Where is that located? 

Maj. MacLaren. Just south of Wilkes-Barre, right in the middle 
of the anthracite coal region. 

The next on the list was Lima, Ohio. 

Maj. MacLaren. The next on the list that I was interested in is 
Newport News, Va., No. 29. 

The Chairman. Did you have Lowell, Mass, on your list? 

Maj. MacLaren. No, sir. 

The Chairman. All right; you may proceed with Newport News. 

Maj. MacLaren. The demand for power at Newport News has 
increased to a very large extent within the past year, due entirely 
to the war activities around Newport News, Norfolk, and Ports- 
mouth. The whole situation has become so critical, not only for 
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power, but for gas, for water, for proper roads, and for all of the 
facilities of operation in that district that the whole matter has been 
referred to a committee — or a board of control, it is called — of which 
Admiral Harris is the chairman. The power section of the War 
Industries Board, of course, was interested only in the supply of 
electric power, and we made a report recommending 

Senator Nelson (interposing). Whom is that supplied by now? 

Maj. MacLaren. They have a little plant of their own at Newport 
News. 

Senator Nelson. The shipbuilding company? 

Maj. MacLaren. No; the local company that supplies power to the 
Newport News shipyards and to the needs of the local community. 

Senator Nelson. And it is not enough? 

Maj. MacLaren. It is entirely inadequate. 

Senator Vardamax. How nmch do you propose to give of Govern- 
ment help? 

Maj MacLaren. The proposition calls for somewhere around 
$1,000,000. It appeared that the cheapest way of getting power 
to Newport News was to run a transmission line from the system 
which supplies Richmond; the same company supplies Norfolk. 
Those two are to be tied together by a transmission line. 

Senator Nelson. Is that plant at Richmond supplied bj^ water 
power ? 

Maj. MacLaren. Only a small amount; it is partly water power, 
but largely steam at the present time. 

Senator Nelson. There ought to be plenty of water power right 
above Richmond. 

Maj. MacLaren. Well, there is sometimes, but we would like to 
have enough steam power to reinforce the water power when it fails. 

The Chairman. The object is to run the lines so as to* tie up the 
Richmond plant and the Newport News plant — or the Norfolk plant ? 

Maj. MacLaren. That is partly constructed now, but it is not 
finished ; it only goes half way. And further down on this list you 
will find that there is another item covering the completion of that 
line, so that this really ties into the same general scheme, but 
chargeable to Newport ISI^ews would be the part of the line that runs 
from the main line over to Newport News, about 60 or 70 miles. 

Senator Nelson. Who controls the power at Richmond? 

Maj. MacLaren. Another private company; a power company. 

Senator Nelson. Is there a power company at Norfolk, too? 

Maj. MacLaren. That is the same company as the one at Rich- 
mond. 

Senator Nelson. The same company? 

Maj. MacLaren. Yes. 

Senator Nelson. And there would be two companies, then, that 
would have to be assisted — the Newport News company and the Rich- 
mond company? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. What is your plan of assistance? 

Maj. MacLaren. That has been negotiated by this board of control, 
and at the time this report was made up the financing had not been 
settled. I do not know that it is yet, but to make sure that that 
could be taken care of, we thought it ought to be put in here. 
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Senator Nelson. What I wanted to ascertain was, was it designed 
to "tail up " these two companies, or to build something independent 
of them?" 

Maj. MacLaren. No; it was to work in conjunction with the two 
companies. 

Senator Nelson. It was to furnisli them assistance — to " tail them 
lip" together? 

Maj. MacLaren. Yes, sir. 

Senator Vardaman. With regard to these improvements that would 
be made for the companies that you have just described, after the 
war is over, it. would be impossible for the (jovemment to remove 
them ; they would have to be sold to the private companies, will they 
not. or else the private companies will have to be taken over by 
the Government, if the Government is to get back the vahie of its 
investment ? 

Maj. MacLaren. Yes; otherwise there would be just the bare value 
of the material tluit it would gi}t back, which would not amount to 
anything. 

Senator Vardaman. It would not be of much value under those 
circumstances, I apprehend? 

Maj. MacLaren. That is correct. 

Senator Vardaman. And the contributions bv the Governnieni 
would thus be purely war measures? 

Maj. MacLaren. Yes. In this particular case, the power is largely 
needed for the Newport News Shipbuilding Co., and for the general 
activities of the community. 

Senator Jones. What increase in their activities is contemplated 
(iver what they have been doing during the last six months? 

Maj. MacLaren. It is largely due to the large number of Ariiiy 
and Navy men that are living there now, aside from the shipbuild-^ 
ing; it is the housing of the shipyard workers, and the transportation 
back and forth. 

Senator Nelson. I suppose it is to accommodate that electric line 
that runs over to Old Point Comfort ? 

Maj. MacLaren. That takes some power. 

Senator Nelson. That power is furnished from Newport News, 
too, is it not ? 

^laj. MacLaren. Yes. 

The Chairman. Do you need power for the Navy Department 
there? They are building a naval base there. 

Maj. MacLaren. Tliey need some power for some of the camps. 
The Langley field is within reach. 

Senator Nei^son. That is on the other side, is it not, of the naval 
station ? 

Maj. MacLaren. The naval station is on the Norfolk side; Langley 
field is on the same side. 

Senator Nelson. Over there across from the riprap? 

Maj. MacLaren. Yes, sir. 

Senator Lenroot. Can j^ou give us any information as to the com- 
parative cost of putting in an isolated steam plant and a plant gener- 
ating electricity, for an equal amount of power ? 

Maj. MacLaren. Do you mean to use in steam engines directly as 
a power? 
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Senator Lenkoot. Yes. 

Maj. MacLaren. I can not offhand; but in general, if you were 
putting in a plant for using power direct from steam engines, they 
would be slow-speed engines. If you were putting in an electric plant, 
they would be these very high speed turbines. 

Senator Lenroot. Yes, 

Maj. MacLaren. But I do not believe there would be very much 
difference in the first cost of the installation. Of course, it would 
vary under different conditions. If it was a moderately small plant, 
it would be cheaper in the first place to put in the steam direct ; but 
in most cases, it would figure out to be a good deal more expensive 
to operate. 

Senator Lenroot. That would depend upon the length of the time 
we would operate them during the emergency, would it not? If we 
were to operate them six months, and they would become valueless at 
the end of six months, there would be only a small saving in opera- 
tion against the excessive cost of installation, would there not? 

Maj. MacLaren. In a shipyard, for example — just as an illustra- 
tion — a great many of the processes could not be done except by 
electric motors. 

Senator Nelson. Is there really any war activity, or direct war 
activity, at Newport New^s, except shipbuilding? They are not 
manufacturing guns or ammunition there, are they ? 

Maj. MacLaren. No, sir; but they have a number of smaller con- 
cerns that feed into the shipyards. 

Senator Nelson. How do they feed into the shipyards? 

Maj. MacLaren. By furnishing various kinds of supplies to the 
shipyard. 

Senator Nelson. But it all pertains to the shipbuilding industry', 
does it not? 

Maj. MacLaren. Shipbuilding — I do not know of any others; no. 

Senator Nelson. There are no factories there where they are 
manufacturing other war supplies, like shells, or guns, or munitions, 
or anything of that kind ? 

Maj. MacLaren. No; but 

Senator Nelson (interposing). And does the shipbuilding com- 
pany complain that they have insufficient power? 

Maj. MacLaren. Yes, sir; thoy are 

Senator Nelson (interposing). And that is. a very strong com- 
pany. Is it not able to supply the needed power itself ? 

Maj. MacLaren. Apparently they are in the same fix that every- 
body else is in — they do not have the money. 

Senator Nelson. Well, have you investigated that question so as 
to know about it? 

Maj. MacLaren. I have not, personally; but this board for control 
has analyzed that whole situation very carefully. 

Senator Nelson. Have you their report with you? 

Maj. MacLaren. I simply have my report to them, which is an 
engineering report, as to the possibility of putting in a steam plant 
locally, which would cost about $1,500,000 and would take — I think 
it was something like a year. 

Senator Nelson. Now, you can see very readily that all of these 
power plants all over the country, if they can get the Government to 
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help them, are anxious to get that help, and they will all come in and 
request it. 

Senator Fernald. As a matter of fact, in your investigations have 
you found any difference, whether these companies are rich or 
poor, in regard to their wanting aid from the Government? Is 
there any difference at all in that respect? 

Maj. JJacLaren. I think probably Baltimore is a very good exam- 
ple. It was rich enough to finance half of its needs; but in general 
luy feeling is that these companies have met us in the most splendid 
spirit of cooperation right through at every angle that we can ap- 
proach the matter. But as I say, I am not a financial man, but 
simply have investigated the engineering side of it; but my impres- 
sion is very strong that they have gone to their limit. 

Capt. Stanley. Mr. Mever and Mr. Dillon can later give any 
explanation desired as to the financial side of the subject. 

Senator Jones. Maj. MacLaren, how long would it take to install 
this proposed Government work at this place? 

Maj. MacLaren. About six months. If they had to put in their 
own plant it would take about a year. 

Senator Nelson. How much time? 

Maj. MacLaren. I think it would take about six months time, put- 
ting in a transmission line instead of putting in a power plant of 
their own. 

Senator Nelson. But to give them the additional power they want, 
how long would it take? 

Maj. MacLaren. Six months. 

Senator Nelson. You could put it in active service in that time, 
could you? 

Maj. MacLaren. Yes, sir. 

Senator Jones. Well, not before? 

Maj. MacLaren. I do not think so, under war conditions. 

Senator Jones. Well, if you were to take up a great many of these 
projects that you have listed here — ^you w^ould plan to take them all 
up about the same time, would you not? 

Maj. MacLaren. As quickly as we get through; the more urgent 
ones first, of course. 

Senator Jones. This one you consider one of the most urgent ones? 

Maj. MacLaren. Yes. 

Senator Jones. So that that would be one of the first you would 
take up? 

Maj. MacLaren. Yes, sir. , 

Senator Jones. And taking up the others that you think urgent at 
the same time^ you think a'^ou could have this installation finished in 
six months? 

Maj. MacLaren. Yes, sir. 

Senator Varda3ian. This would cost about $1,000,000? 

Maj. MacLaren. The plant would cost $1,500,000? 

Senator Vardaman. The independent plant? 

Maj. MacLaren. Yes, sir. 

Senator Vardaman. And in cooperation with the present plant it 
would cost about $1,000,000? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. What is the next plant? 
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Maj. MacLaren. Crombly, Pa. That is north of Philadelphia, a 
short distance out from Philadelphia. That is Xo. 30 on tlie list. 
That ought to be taken up in connection with 

Senator Nelson (interposing). What is the Government activity 
at that place? 

Maj. MacLaren. There are a number of steel plants — ^the Mid vale 
Steel, the Luken Steel, and the McClintic-Marshall Co. I say that 
has to be taken up in connection with Pottstown, because the two are 
tied together and fed from the same plant — this Cronjby plant. 

Senator Nelson. What company furnishes the power there? 

Maj. MacLaren. The Philadelphia Suburban & Electric Co. 

Senator Nelson. Does that furnish power for the city — for the 
electric cars? 

Maj. MacLaren. It furnishes power for the trolley cars in Potts- 
town, and Phoenixville, and interconnecting suburban lines in the 
neighborhood ; but most of the power goes into industries like 

Senator Nelson (interposing). Manufacturing industries? 

Maj. MacLaren. Yes; manufacturing industries. 

Senator Nelson. Of all kinds, and not necessarily war industries ? 

Maj. MacLaren. No; but 

Senator Nelson. Are you sure that that company is unable to make 
the necessary extensions with its own capital, or borrow money to 
make them? 

Maj. MacLaren. The story there is this : They started to build a 
new plant. They had an old plant that was very inferior, and they 
did not have enough power in that old plant. They started to build 
this new plant and put two 5,000-kilowatt generators in the plant. 
They had a third generator delivered and ready for erection, and had 
not met their bills for that third unit. The Quartermaster Depart- 
ment of the Army were looking for a machine of this size, and the 
reports came to the Government that this unit had not been paid for, 
and there was a chance of getting it and diverting it to the Quarter- 
master Department, where the need was very great. 

Senator Nelson. Where? 

Maj. MacLaren. Charleston. 

Senator Nelson. What did they want it for ? 

Maj. MacLaren. They wanted it for a plant in Charleston, where 
they were very much interested in getting sufficient power for war 
work. 

Senator Vardaman. Charleston, S. C? 

Maj. MacLaren. Yes, sir. Admiral Bowles heard of this and 
wired to the Power Section of the War Industries Board — it is quite 
a long telegram, and I will not read it ; but the purport of it is that 
he requested that the commandeering order which the Quartermaster 
Department had issued slu)uld be held up, because he felt that the 
urgency of the need for that power at Cromby was too great to let 
the machine go. 

Senator Nelson. Well, what was the outcome, then, as between the 
Quartermaster Department at Charleston and the people at Cromby ? 
Have they settled that? 

Maj. MacLaren. Admiral Bowles wanted it so much, and thought 
it was so essential, that he said he thought he could finance it ; but he 
could not do so. I took the matter up with the Ordnance Depart- 
ment in Philadelphia, because they had interests in these same steel 
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companies, and they said it was so essential to them that that unit 
stay there that they would jBnance it, they thought; but they could 
not find any means of doing so. So that this 5,000-kilowatt unit was 
taken away and sent to Charleston. 

Senator Nelson. Well, there have been very large sums of money 
appropriated for the Shipping Board Emergency Fleet Corporation, 
and they ought to have been able to take care of that. 

Maj. MacLaren. It would seem so. But Admiral Bowles did not 
find that he could do so. 

Senator Nelson. Well, the request to you for assistance has come 
from this company, has it not? They asked you to make this im- 
provement? 

Maj. MacLaren. The way it came to our attention was through 
Admiral Bowles. They wanted us to get it there, and in consultation 
with Admiral Bowles it appeared that the company itself had said 
that it was absolutely impossible for them to raise those funds. 

Senator Nelson. How much does your plan contemplate devoting 
to that? 

Maj. MacLaren. Let me go just one step further. That gener- 
ator was taken away ; but there were boilers there, which were needed 
partly for this generator and partly for the generators that were 
already installed, that had not been paid for; and the same problem 
in getting finances existed for them as for the generators them- 
selves — they are partly erected but have not been paid for. 

Senator Nelson. That is, the company has ordered them, or pur- 
chased them, and had them delivered on the ground, but had not paid 
for them, and it wants the Government to help it pay for them ? 

Maj. MacLaren. , Yes, sir. 

Senator Nelson. That is about the way it is ? 

Maj. MacLaren. Yes, sir. 

The Chairman. Where is that located ? 

Maj. MacLaren. Near PhoenixviJle. 

Senator Nelson. I can see that that is quite natural for them to 
want that. 

Maj. MacLaren. They say that if the Government does not pay 
for them, it can not do so, and the boilers will be sold and the war 
industries must suffer. 

Senator Vardaman. How much money do they want ? 

Maj. MacLaren. Three hundred thousand dollars for completing 
the boilers and getting sufficient line for transmitting that power up 
to the McClintic-Marshall Construction Co. 

Senator Nelson. ^Vhat is the name of the company that wants this 
assistance? 

Maj. MacLaren. The Philadelphia & Suburban Electric Co. 

Senator Nelson. Is that all that you contemplate paying for — 
those boilers ? 

Maj. MacLaren. If we do that, it takes care of the McClintic-Mar- 
shall Co., which is at Pottstown, and that is the reason I say these 
two must be considered together. We have in our list $300,000 set 
down for boilers in Pottstown, Pa. ; that is in this Cromby plant. 

The Chairman. What is this power to be used for? 

Maj. MacLaren. For manufacturing all kinds of steel products, 
partly for the Emergency Fleet Corporation and partly for ord- 
nance for th'e Army. 
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The Chairman. The manufacturingplants are located where ? 

Mai. MacLaken. One of them is at Fottstown and two of them are 
near Coatesville; that is just south of this Crombj plant. 

Senator Nelson. What are they manufacturing for the Govern- 
ment? 

Maj. MacLaren. Plates for ships and ordnance for the Army. 

Senator Vardaman. To whom do those plants belong? 

Maj. MacLaren. The steel plants? 

Senator Vardaman. Yes. 

Maj. MacLaren. The one at Pottstown to the McClintic-Marshall 
Co. The Midvale Steel and the Luken Steel are at Coatesville. 

Senator Nelson. Your whole scheme that you refer to — ^how long 
will it take you to complete that i 

Maj. MacLaren. Those boilers could be completed very quickly. 

Senator Nelson. I understand that; but that is just to pay for 
them ; that is all. But there is something else your plan calls for. 

Maj. MacLaren. We have to have another generator. 

Senator Nelson. And how long will it take you to get that in? 

Maj. MacLaren. That will take 10 months, I should think. 

The Chairman. What did they take the other generator away for? 
Why should they have taken it away ? 

Maj. MacLaren. The Quartermaster's Department thought they 
needed it — and they had the money. 

Senator Nelson. AVell, major, you had better take up the next 
plant now. 

Maj. MacLaren. The next one is Pottsville, Pa. 

Senator Nelson. How far is that from Pottstown, the one you 
have just discussed? 

Maj. MacLaren. They are about 20 miles apart. 

Senator Nelson. Are they in misery, too — do they want help also ? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Is there an electric company there that wants 
help? 

Maj. MacLaren. Yes; just as much as the other one. 

Senator Nelson. What is the name of that company 

Maj. JVL^cLaren. That is the Eastern Pennsylvania Light, Heat 
& Power Co. 

Senator Nelson. Whut are they supplying at present? 

Maj. MacL.\ren. They are farther north and iathe anthracite coal 
region. They are supplying mines, very largely. 

Senator Nelson. They are supplying coal mines? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. In the anthracite region? 

Maj. AL^cLaren. Yes, sir. 

Senator Nelson. Is that plant run by steam or water power ? 

Maj. MacLaren. Steam power. 

Senator Nelson. What is that they are asking for? 

The Chairman. They want 5,000 horsepower, at a cost of $500,000. 

Maj. MacLaren. They have these customei-s: C. N. Blanchard, 
washery — ^that means washing out coal that has drifted down into 
the streams that has heretofore been lost ; that is a reclaiming process, 
without any mining connected with it — 500 kilowatts : the East River 
Eidge Colliery, 700 kilowatts; Eastern High Point Coal Co., colliery. 
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1,000 kilowatts; Warren Co., 3,700 kilowatts; St. Clair, two col- 
lieries, 4,600 kilowatts; Schuylkill Coal Co., washery, 125 kilowatts; 
Park Water Coal Co., colliery, 650 kilowatts; Philadelphia & Read- 
ing Coal & Iron Co., pump, 300 kilowatts; same company, colliery, 
400 kilowatts; Lyons Coal Mining Co., 650 kilowatts; Philadelphia 
& Reading Coal Co., another washery, 150 kilowatts, and another 
colliery 150. That makes 12,350. \ . . 

Senator Nelson. Let me ask you this: That is in the anthracite 
region, is it not? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Do you not think that with the price we have to 
pay those companies for coal they can afford to get that power them- 
selves, without having the Government provider it for them? 

Maj. MacLaren. I think if they did they would probably raise 
the price of coal. 

Senator Bankiiead. Well, they have already raised the price of 
coal. 

Senator Nelson. I want to ask one more question: Do you think 
it is necessary fol- us to furnish money to help out those big coal 
companies that have a monopoly of the anthracite region? Do you 
not think that they had better help themselves? 

Maj. MacLaren. I think it would be a very unwise thing to put 
plants in each one of those collieries. It would be a very inefficient 
way of using the material resources of the country. 

The Chairman. Your idea is to build a plant there to 

Maj. MacLaren (interposing). This is a plant that is already in 
existence ; that needs more capacity to handle these — - 

The Chairman (interposing). And you want to enlarge it? 

Maj. MacLaren. Yes, sir. 

The Chairman. And have one plant serve all these various cus- 
tomers? ' ^ 

Maj. MacLaren. A plant that is already in existence and has its 
organization there, and can, simply by extending it, do the work 
more quickly, more efficiently, and in a less time. 

The Chairman. Are these people now getting power from that 
plant? 

Maj. MacLaren. Some are, and some are new customers. 

Senator Nelson. Have not some of those companies that you refer 
to their own power ? 

Maj. MacLaren. This is the same problem that, we had in con- 
nection with the Hauto plant. 

Senator Nelson. But please answer my question. Have not some 
of these companies that you referred to power from other concerns 
besides this one power company ? 

Maj. MacLaren. Yes. 

Senator Nelson. They have? Now, you propose not only to help 
this company but to help those other companies that have their own 
power? 

Maj. MacLaren. We expect to get a reserve of coal from saving 
that very large amount of coal, which can be used for other pur- 
poses. 

Senator Nelson. Yes ; but who is it wiio is asking for the help 
there? Is it those coal companies that you mentioned, or is it the 
power company, or all combined ? 
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Maj. MacLaren. It is the power company. 

Senator Nelsox. Are they pleading poverty and inability to fi- 
nance themselves? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. If you go into it, how long would it take you to 
complete this work ? 

Maj. MacLaren. About a year. 

Senator Nelson. About a year? 

Maj. MacLaren. Yes. 

Senator Nelson. So that nothing could be done for a year? 

Maj. MacLaren. No. 

Senator Nelson. It could not affect the coal supply this year, then? 

Maj. MacLaren. It would begin to help it in the spring, by their 
getting some relief in parts of the plant. 

Senator Nelson. Next spring: it could not possibly help it before 
that? 

Maj. MacLaren: No^ sir. 

Senator Vardaman. Major, have you made any investigation as 
to the financial capacity of the Anthracite Coal Trust, as it is called* 
to take care of its own interests? 

Maj. MacLaren. No; I have just examined the engineering fea- 
tures. 

Senator Vardaman. I have an impression that that is a very rich 
combination, with almv^st unlimited resoarces. 

Senator Nelson. What is the next plant? 

Senator Lenroot. Before he gets away from this I would like to 
ask a question : Major MacLaren, what is the total amoimt of power 
that is proposed to be developed here for which there are custoiuei's ? 

Maj. MacLaren. There are 5,000 kilowatts. 

Senator Lenroot. 5,000 kilowatts; and you gave a list of the cus- 
tomers there, (^in you toll us how much of this proposed power will 
be new or additional power, and how much is merely to replace the 
steam power that is now being used ? 

Maj. MacLaren. No: I did not examine into that. 

Senator Lenroot. But I understood vou to sav, in answer to Sena- 
tor Nelson, that as to a considerable portion of this they now had 
the power, but as a matter of economy and saving of coal it was pro- 
posed to transfer it to electric power: is that correct? 

Maj. MacLaren. I asked the manager of the electric ])lant that 
question, and he said that part of it was for that work, especially, to 
increase the i)roduction of the mines and part of it was for these out- 
lying parts of the mines that had not any power now ; it was to extend 
their operations. 

Senator Lenroot. Well, the theory, then, is that where there is 
existing power by steam plant and no shortage in power, the Gov- 
ernment is to undertake this financing, shut down these steam plants 
and furnish electric power, simply as a means of saving coal ; is that 
the idea? 

Maj. MacLaren. Part of it would be in that way ; yes, sir. 

Senator Jones. And you will not begin the saving of coal until 
next spring? 

Senator Lenr(X)t. Of course, in making those estimates, you have 
given no consideration as to where the money is coming from to do 
this; that is for us to consider? 
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Maj. MacLabex. Tliere is this very important matter, however, in 
connection with that matter of saving of fuel, that the Fuel Admin- 
istration has been putting a great deal of pressure on these mines. 

Senator Jones. Major, you may have covered this point before; I 
had to go out of the room for a moment. But I understand that you 
contemplate 5,00(5 kilowatts development there? 

Maj. MacLaben. Yes, sir. 

Senator Jones. What would that be in horsepower ? 

Maj. MacLaben. About 6,200 horsepower. 

Senator Jones. And what is the cost, as vou estimate, to install 
this? • ^ 

Maj. MacLaben. $500,000. 

Senator Jones. $500,000; that is nearly $100 a horsepower? 

Maj. MacLaben. That is $100 a kilowatf ; that is about $80 a horse- 
power. 

Senator Jones. You said a little over 6,000 horsepower? 

Maj. MacLaben. Yes, sir. 

Senator Jones. And if it cost $500,000 it would be nearly $100 a 
liorsepower? 
- Capt. Stanley. About $75 a horsepower. 

Senator Jones. That is pretty high, is it not ? 

Maj. MacLaben. It would be in normal times, but not in war times. 

Senator Nelson. Where is the next poverty-stricken plant that you 
have struck. [Laughter.] 

Maj. MacLaben. New Jersey; that looks to be rather general, 
but 

Senator Nelson. Well, what is that ? Where is that located ? 

Maj. MacLaben. The Public Service Electric Co., of New Jersey, 
has two operating systems; one of them supplies power to the 

Senator Nelson (interposing). Is that for the whole State? You 
call it the Public Service Co. 

Maj. MacLaben. It is practically the whole of the industrial 
part of the State. 

Senator Nelson. Yes. 

JMaj. MacLaben. Going from Gloucester and Camden on the Dela- 
ware up to Trenton is one system. Then the much larger system^ 
which goes from New Brunswick across the State, through Elizabeth 
and New^ark, Jersey City and Hoboken, north as far as Plainfield, 
and south as far as Amboy. 

Senator Nelson. That is an east and west line, then, to around 
New York City? 

Maj. MacLaben. Right across the industrial band of the State* 

Senator Nelson. Through all of those manufacturing plants? 

Maj. MacLaben. Yes. 

The Chaibman. And do you propose to put up separate plants, or 
separate additions, there, or one general plant to tie up with all the 
others? 

Maj. MacLaben. At the present time they have a number of 
plants in operation that are tied together. We propose to reinforce 
the more efficient plants^^ and to provide sufficient transmission ca- 
pacity to distribute that power throughout the State, or this part 
of the State. 

Senator Nelson. Is the company hard up, so that they are not able 
to build these additions ? 
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Maj. MacLarex. They started them, and were absolutely stopped 
the first of the year. 

Senator Nelsox. Stopped on what account? 

Maj. MacLaren. On account of the impossibility of financing 
them. 

Senator Nelson. Was it not the difficulty of getting the necessary 
supplies and equipment? 

Maj. MacLaren. No, sir; they had those ordered, and they wpre 
coming through from the factories. 

Senatoi^ Nelson. Well, do you know whether they made any effort 
to get money to finance the extensions ? 

Maj. MacLaren. Not beyond the fact that they had this huge de- 
mand for power, combined with the fact that tneir statements are 
that they can not raise the money. 

Senator Nelson. Now, this is the power that supplies all of the 
manufacturing industries throughout that section, is it not? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. And that includes all kinds of industries? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Private industries, having nothing to do with 
the Government, except remotely, as we all have remote connection 
with Adam, but otherwise the bulk of it is devoted to private in- 
dustries, is it not? 

Maj. MacLaren. No, sir. We have looked into that and found 
that only a very small percentage of it is nonwar work. A great 
many of these companies which were originally on nonwar work 
have been converted into Government activity. 

Senator Nelson. On what kind of work? 

Maj. MacLaren. The Rubber Tire Co. is one illustration; that 
has been converted into supplying various rubber demands for the 
Government, such as gas masks and things of that sort. 

Senator Nelson. What others? 

Maj. ]VL\cLaren. Silk mills. Some of them are making balloon 
fabrics; some of them are not on Government work and are being 
shut down because there is not enough power to go around. 

Senator Nelson. Well, are they not shut down because they can 
iK)t get the material ? I know in my own country some of them are 
shut down because they can not get the supplies ; the Government re- 
serves the supplies for its war activities. 

Maj. MacLaken. Well, they come and plead very earnestly for 
power for their operations. 

Senator Nelson. How much do you plan to expend for this con- 
cern ? 

Maj. MacLaren. About $6,000,000. 

Senator Nelson. About $6,000,000; and how long will it take you 
to coiriplete the plant so that you can utilize this extra power ? 

Maj. MaGLaren. The first utilization would come in about three 
months, and it would keep on coming for a year; it would be com- 
pleted within a year. 

Senator Nelson. What does the plant contemplate? Give us an 
outline as to that. . 

Maj. MacLaren. The power that would come the quickest would 
be derived from New York City. Due to the fact that New York .J 
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has a little excess power than has not been used, cables can be put 
through the Pennsylvania tunnels and brought over into New Jersey ; 
th^ can start in about three months to get power in that way. 

Senator Nelson. How much will that take? 

Maj. MacLaren. That will take around $1,000,000. 

Senator Nelson. Well, what else do you contemplate? 

Maj. MacLaren. Then there is one of their large plants which 
has one more generator capacity than boilers; they can put boilers 
in at the Essex plant, and that can be done in about — well, probably 
we will begin to get power in about foyr or five months and it will 
be complete in eight months. 

Senator Nelson. Eight months? 

Maj. MacLaren. Yes; and that takes another million dollars, 
roughly. 

Senator Nelson. Yes ; now what is the next ? 

Senator Lenroot; Before he goes to that next, I want to ask what is 
the total power in that district now that is being utilized ? 

Maj. MacLaren. The actiial load, do you mean, in that district? 

Senator Lenroot. Yes. 

Maj. MacLaren. It is, in round numbers, about 200,000 horse- 
power. 

Senator Lenroot. And how much do you propose to increase it ? 

Maj. MacLaren. About 75,000 horsepower. 

Senator Lenroot. Maj. MacLaren, this is all in the congested area, 
where there is a congestion of labor and of transportation. And in 
the Pennsylvania district you propose to double the production or 
double the power. Is there any assurance whatever that if this power 
was furnished there would be labor and transportation sufficient to 
utilize the power that you propose to give them? 

Maj. MacLaren. At the present time plants have been shut down 
to the extent of almost 40,000 horsepower because of lack of capacity 
there. That meant that those laborers were out of employment abso- 
lutely during the time of those shutdowns. 

Senator Lenroot. Is there any unemployment in those congested 
districts now ? 

Maj. MacLaren. Well, they are getting a great many more women 
in that have not been in productive work before. There is a great 
deal of that thing being done. 

Senator Lenroot. How is it going to be possible to double the pro- 
duction in the Pennsylvania district, for instance? To double the 
production naturally would mean doubling the amount of labor in 
that district, would it not? 

Maj. MacLaren. It might seem so at first sight. I have not an- 
alyzea it at all ; but what occurs to me is this : Those two districts are. 
quite similar. Now, in the district I have been interested in par- 
ticularly, around New Jersey, there is a whole lot of labor that is 
using a small amount, of power, in small loft buildings, such as silk 
mills, that are being shut dow^ now for one cause or another; they 
are using a great many laborers for a comparatively small amount 
of power; that is light machinery that they are using. But the mu- 
nition work is an exceedingly heavy kind of work ; it takes a great 
many more horsepower per man than this miscellaneous prewar 
work. 
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Senator Habding. It may seem trivial to ask this question, but do 
yx)u think the country would suffer greatly if we manufactured less 
silk now? 

Maj. MacLaben. No; that is the reason those silk mills are being 
shut down. When it comes to a shortage of power in New Jersey 
we do not consider them in comparison with the others. 

The Chaibmak. You say that nearly a year ago these various com- 
panies undertook to reinforce their supply of power; that they or- 
dered machinery and made contracts for the purpose of doing that, 
and then they failed because they could not get financial accommo- 
dations sufficient to carry their plans out? 

Maj. MacLaben. Yes. 

The Chaibman. That was nearly a year ago. Now, they have been 
running ever since, have they not? How did they manage to do 
that? 

Maj. MacLaben. And they have recently had to take off 40,000 
horsepower there beciiu«e tliey did not have capacity to feed it. 

Senator Jones. Have they not been running to full capacity of the 
labor supply in that territory? 

Maj. MacLaben. There have been a few cases where they have not, 
but in general they have been working these factories there very well 
up to capacity. 

Senator Nelson. Well, that indicates, then, that they have got 
along with the power that they had ? 

Maj. MacLaben. No, sir; we have had complaints from every de- 
partment of the Government that very essential Government work 
has been interfered with through interruptions in the power service. 

Senator Jones. What is the capital stock of this company ? 

Maj. MacLaben. I do not know, sir. 

Senator Jones. And what were its earnings last year? 

Maj. MacLaben. I do not know. I have made only an engineer- 
ing study of the subject. 

Senator Nelson. You mentioned two instances there where j^ou 
want to help the companies. The first, the cable plan, would take 
three months and cost $1,000,000: and the other scheme, which in- 
volved another million dollars, you said you could not get wholly in 
working order in less than from four to eight months. That makes 
$2,000,000. Now, what is the rest of the scheme vou have in view 
there? 

Maj. MacLaben. The next step in the generating apparatus is to 
put another generator in this same station, which 

Senator Nelson. How long would that take? 

Maj. MacLaben. That, I suppose, would take pretty nearly a year. 

Senator Nelson. And how much would that cost? 

Maj. I^L^cLaben. Another $2,000,000 or $2,500,000, I think. 

Senator Nelson. $2,500,000; and you could not possibly utilize it 
for a year ; that is, you could not get any help from it within a year ? 

Maj, MacLaben. That is correct. 

Senator Nelson, \\niere is that located? 

Maj. MacLaben. That is the Essex plant, between Newark and 
Jersey City. 

Senator Nelson. That covers $4,000,000; now where is your next 
scheme? 
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Maj. MacLaren. All through that district there is a shortage of 
cables and transmission lines to distribute this power over the section 
of the country that we are considering. 

Senator Nelson. Yes. 

Maj. MacLaren. And that takes all but $1,000,000 of the balance. 
The last $1,000,000 is in this southern district that we spoke about, 
Camden, and the shipyards along the Delaware, and Trenton. 

Senator Nelson. Does that contemplate a plant there? 

Maj. MacLaren. We have a plant at Burlington; we need another 
generator there. 

Senator Nelson. How long would it take you to complete that? 

Maj. MacLaren. To complete that would take nine months or so; 
it is a smaller installation. 

Senator Nelson. And that would cost $1,000,000? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Now, on the whole aggregate, there is only about 
$1,000,000 for that cable line that you could possibly complete and 
put into active use and in service within three months, you say; the 
others would take from eight months to a year? 

Maj. MacLaren. The rest would begin to come along in about 
four months; these boilers you would get installed into the service 
one after another, at various periods. 

Senator Nelson. Then after the war is over, what would become 
of that property ? 

Maj. MacLaren. It would be part of their development. 

Senator Nelson. I suppose the company would get all of that 
material? 

Maj. MacLaren. If they would pay for it. 

Senator Nelson. Yes. 

The Chairman. Except that cable from New York; they would 
Xirobably cut that out entirely, would they not? 

Maj. MacLaren. Yes: although that would w^ork in with the elec- 
trification plans of the Pennsylvania Railroad. They are planning 
as one of their early steps to' electrify their lines farther out from 
New York : and these same cables would run right along their lines 
almost the whole distance. 

Senator Jones. If this company said that they did not want this 
extension that the Government had installed after the war was over, 
what would the result be? 

Maj. MacLaren. Do you mean this .apparatus that would be going 
into their own plants? 

Senator Jones. Yes. 

Maj. MacLaren. That is part of their plant — ^their program. 

Senator Jones These additions? 

Maj. MacLaren. Yes: they are part of their program of construc- 
tion. 

Senator Jones. Well, would you be lending them this money? Is 
that what you propose to do, or how do you propose to use this 
money ? 

Maj. MacLaren. Well, there have been various methods of 
financing it proposed, as I say: I do not know what scheme of 
financing will be put through. 

87135—18 6 
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Senator Fernald. There is a gentleman wlio will follow Mnj. 
MacLareii who undeistands that. 

Senator Caij>er. Maj, MacLaren, you spoke o£ fiurplus power in 
New York City; how is that derived f "Where does that come from^ 

Maj. MacLaren. The New York Edison Co. 

Senator Calder. Do they manufacture more than they ne«l for 
New York and thereabouts? 

Maj. MacLaben. Yes; they have more — — 

Senator CAuiEit (interposing). How much surplus power Imvi' 
they? 

Maj. MacLahex. About 20.000 or 2i"»,000 liorsepower. 

Senator Caujeb. Do the New York Kdison people iisk for financial 
help? 

Maj. MacLaren. No, sir. 

Capt. STAxiJir. May I answer that, because I have been in per- 
sonal touch with that? The New York Edison Co. has no incentive 
to take its power to New Jersey. We are asking tlieni to let ns have 
their spare capacity to take to New Jersey and relie\e the situation 
there. So far us we have gone — we have not signed any papers — 
they are willing to put up the entire amount o£ money themselves 
to carry the current over on the basis of a valuation. Recognizing 
that the line may come out when the war is over, they are willing 
to leave invested the recoveiy value of the line, established by a valua- 
tion made after the warj considering the replacement cost and the 
vahie of the stuff supplied. But they wilt put up all the money. 
They happen to be a wealthy company, and tliey will put up all the 
money and carry it until the valuation is made. 

Senator Nelsok. But suppose after the war is over the company 
should come to yon and say that on account of the war having en<led. 
these manufacturing industries, many of them, will close down, and 
that they have no use for this extra power that the (Jovernment has 
put up for them; so they do not care about taking it and paying for 
it. What would you do then? 

Capt. Stanley. That is a condition that is almost bound to arise; 
we are not attempting to deceive you by saying that it is not likely. 

Senator Nelson. Tlie stutF would all go into the Government scrap 
heap then, would it not? 

Capt. Stanley. We figure it this way: The Now York Edison Co. 
is willing to ginirantee a payment of at least (50 per cent of the coat, 
plus whatever greater value it has after the end of the war. They 
believe the value will be at least 60 per cent, and they are willing to 
guarantee to pav 60 per cent in any case. The recovery value on 
that line is relatively high as scrap. 

Now, the point I would like to make is that we are so desperate in 
New Jei-sey for power — and I would like to have Maj. MacLaren 
give you a statement aft to the number of shutdowns there have been 
up there in the last few months, the number of days that they have 
had to cut off customers because they could not give them povver — 
we are so desperate up there, and it is costing us so much more in 
the war production at this time, that wo believe the thing ought to 
be done if the Government can get the money for the New Jersey- 
end of it. The New York Edison Co. will put up this money for the 
New York end, but the New Jersey Co. says it can not put up the 
money for the New Jersey end; it is willing, however, to put up 60 
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per cent of the money if the Government will put up the other 40 
per cent. That deal is just in process of being made. We are doing 
the best we can in that situation. 

Senator Calder. Does the Public Service Corporation of New 
Jersey ask the War Finance Corporation for a certain amount of 
money to meet its needs ? 

Capt. Stanley. I think they have not, because I think they feel 
that they can not offer the security that the War Finance Corpora- 
tion requires ; they can not issue any new bonds against this construc- 
tion, because their earnings are not enough; that is their statement 
to us. Without 125 per cent of security, as I understand it — Mr. 
Meyer, of the War Finance Corporation, can tell you more about 
that — they can not get the money from the War Finance Corpora- 
tion. 

Senator Lenroot. The Public Service Commission of New Jersev 
has the power to increase the rates of that compan}^ have they not? 

Capt. Stanley. They have got an increase in rates. 

Senator Lenroot. That is one of the functions of that commis- 
sion, is it not ? 

Capt. Stanley. Yes. 

^Vliile I am speaking, I would like to say something to correct an 
impression which I think has arisen. We do not feel that the public 
service companies have laid down on their job, taking the whole, 
average situation. 

Senator Nelson. Why do you feet that thej^ have not ? 

Capt. Stanley. We do not feel that they have, because we have 
made up a statement — ^this is not a complete list, however — of the 
equipment that they have put into service this year at their own ex- 
pense entirely, which was put in primarily because they saw the war 
need coming. The list shows a total of 893,000 horsepower. 

Senator Nelson. For the whole countrv ? 

Capt. Stanley. For 14 

Senator Nelson (interposing). Do you mean for all of these men- 
dicant companies that are coming here and calling for help ? 

Capt. Stanley. That is work done by 14 companies, many 
of whom now require help; they have to go still further. As a 
round figure, we would assume, offhand, that thev have spent between 
$60,000,000 and $80,000,000 on this work, which was for war pro- 
duction, out of their own pockets. They have spent it at a time of 
high costs, and they have cut into their earning power to that extent- 
Senator Vardaman. They still have very handsome net earnings 
upon their investment, have they not? 

Capt. Stanley. Some of them have; those are not asking for 
help. Those that are asking for help say that they have financed 
improvements to the limits of their earnings. Now, I would like 
to point out that that is a matter that is susceptible of proof 

Senator Nelson (interposing). Well, they say so; but do you know 
of your own knowledge that that is true ? 

Capt. Stanley. I do not. Mr. Dillon has been into some spexjific 
cases and can tell you about them. As I said the other day, we have 
not tried to check up the financial condition of these companies 
carefully, because it is a changing thing; and we had no money to 
finance/them if we had checked them up. 
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This is a matter that is susceptible of proof, and, of course, will 
be proven before the Government makes a deal with them. But 
if we had checked up the financial standing of the companies six 
months ago, it would certainly not be the same as it is now, or would 
be six months hence. 

Senator Harding. It is a well-established fact that the power 
companies which are furnishing power through the consumption of 
coal are all on the ragged edgj&; they can not make power at the 
old-time prices and deliver it at a profit, on account of the advanced 
cost of fuel and of labor. I can not see that there is any profiteer- 
ing in the power business, because it is a hazardous business at this 
time. The company which produces power with a water plant prob- 
ably has been making exceptional profits. 

Oapt. Stanley. He is better off than the other man, although his 
operating costs havie gone up for labor, the coal he has to use, etc. 

Senator Harding. Certainlv. 

The Chairman. Let me ask you this question : Do you know what 
this New Jersey concern to which reference has been made is charg- 
ing for power ^ 

Capt. Stanley. Maj. MacLaren can answer that better than I can. 

The Chairman. Do you know, Maj. MacLaren? 

Maj. MacLaren. The minimum is just under 1 cent: and it runs 
up to 2 and 3 cents, I think. It is a sliding scale, with a rather com- 
plicated method of figuring. There arc different rates for different 
Classes. 

The Chairman. Is that per kilowatt hour? 

Maj. MacLaren. Yes, sir; per kilowatt hour. 

Senator Jones. Have they been permitted to raise their rates since 
war conditions came about? 

Maj. MacLaren. They have had one raise, I believe. 

Senator Lenroot. Can you tell, us approximately what the yearly 
rate would be per horsepower for a factory running to capacity on 
a 1-cent rate? 

Maj. MacLaren. Yearly? 

Senator Lenroot. Yes; what would be the cost per horsepower per 
year on a 1-cent rate, utilizing it, as they ordinarily are utilizing it? 

Maj. MacLaren. Well, if they utilized it the whole time, it would 
be $87 ; a factory running eight hours a day would be less than one- 
third of that. 

Senator Lenroot. That would be $27 or $28, then ? 

Senator Nelson. Is this power company using all steam power, or 
have they some water power? 

Maj. MacLaren. All steam. 

The Chairman. Were you going to say something further, Capt. 
Stanley? I believe I interrupted you. 

Capt. Stanley. Yes, sir. I quite agree with the Senator. Our 
feeling is quite definite that there has been a serious change in the 
financial abilities of the companies to go ahead. What I wanted to 
make clear was that we had not been over their balance sheets and 
their earnings, and the whole financial structure of the companies, 
because the time had not come when such an examination would be 
useful ; it will not come until we can say to them : ''^ Yes, we can 
finance you if you can show that you have got to have help." 
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The Chairman. Is there any other plant as to which you wish to 
speak, Maj. MacLaren? 

Maj. MacLaken. Reading is the next one on the list. 

Senator Bankhead. I would like to ask Maj. MacLaren one ques- 
tion.: Do you know, or have you investigated to any extent, whether 
these companies could possibly finance this work without selling 
bonds? Would they not have to sell bonds, or issu^ preferred stock, 
in order to finance this? 

Maj. MacLaren. I have not examined the financial side of it at all. 

Senator Bankhead. Well, how else could they raise the money 1 
Do you know of any other way? 

Maj. MacLaren. No, sir. 

Senator Bankhead. That is a very important consideration. I do 
not think they can sell their bonds now. 

The Chairman. What have you to say about Reading, Pa. ? 

Maj. MacLaren. We have an engineer examining Reading just at 
this time, and we have not his final report, but 

Senator Nelson (interposing). How much do you ask for that? ^ 

Maj. MacLaren. $1,500,000. There are several possible ways of 
adjusting that matter, and we do not really know yet what is needed, 
because it is just being studied at the present time; we have just gone 
far enough to know that we do not want more than that. 

Senator Nelson. You do not know what the war industries there 
are, then? 

Maj. MacLaren. Well, I have a list here 

Senator Nelson (interposing). Well, in a general way? 

Maj. MacLaren. Munitions and gas engines; fabricated steel; 
steel plates; bronze castings; airplane and motor parts; tires; fab- 
ricated steel plates, tanks, and similar products. 

Senator Nelson. Is that a steam-power plant? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. And the company is asking for help ? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. If you give them the help they want, and you pro- 
ceed with the work, how soon could you consummate that and have 
it in operation so that it would be available for use? 

Maj. MacLaren. Well, as I say, we have not analyzed the engi- 
neering features enough to say definitely ; we think they will have to 
have boilers and also transmission lines. The boilers will take five 
or six months, and thie transmission lines — ^the shorter ones will take 
three months and the longer ones six months, I should say. 

Senator Nelson. So that practically you could not do much in 
less than six months — takijig the aggregate plan? . 

Maj. MacLaken. We might be able to save some critical situation 
in three months; we would concentrate on the most urgent part of 
the system. 

Senator Nelson. I understand. 

Senator Fernald. I suppose these projects are among the most 
worthy and important projects that you have investigated and re^ 
ported on? 

Maj. MacLaren. Yes, sir. The reason they have come to our atten- 
tion is that the various departments of the Government have suf- 
fered seriously, and have asked us for an investigation. That is the 
way they have generally come to our notice. 
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Senator Fernald. So that the others would be of a similar charac- 
ter; if we should investigate each one separately we would find that 
thev would all be practically the same? 

Maj. MacLaren. I think so. 

Senator Ferxald. Then it seems to me; Mr. Chairman, that if we 
now hear from the nuin who can tell us as to the financial end of it, 
we will have a prettj^ good idea of the general situation. 

The Chairman. Does that complete your list, Maj. MacLaren? 

Senator Fernald. He has several more on his list. 

Senator. Xelson. I would suggest that he tell us about the rest of 
those on the list — or the ones he is familiar with. 

Maj. MacLaren. I can give you that very quickly. At Scranton, 
Pa., and Wilkes-Barre both were found to be short of power, on 
account of the large demands for coal mines. 

Senator Nelson. Those are both coal-mining propositions? 

Maj. MacLaren. They are both coal-mining propositions of the 
same kind. 

Senator Lknroot. Does ' that involve* a change of the existing 
power or furnishing additional power? 

Maj. MacLaren. That is a mixed proposition again; some of 
them 

Senator Lenroot (interposing). They now have their power, and 
it is proposed to change it over to a central electric plant? 

Maj. MacLaren. That project is largely for increased production. 

The Chairman. xVnd the cost of it would be about $1,000,000? 

Maj. MacLaren. Scranton, $1,000,000, and Wilkes-Barre, $500,000. 

Senator Nelson. Altogether, $1,500,000. They are coal-mining 
propositions, both of them? 

Maj. MacLaren. Yes, sir. 

Senator Vardaman. Anthracite mines? 

Maj. MacLaren. Both anthracite coal mines. 

The Chairman. Is that all on your list? 

Maj. MacLaren. Wilmington, Del., is a case where the shipyards 
along the Delaware — around Wilmington — are asking for power 
from the Wilmington compajiy. The Wilmington company has ob- 
tained a loan of $800,000 to help them out, and they want $600,000 
more. 

Senator Nelson. Is that steam or water power? 

Maj. MacLaren. Steam. 

Senator Nelson. Steam altogether ? 

Maj. MacLaren. Yes, sir. 

The Chairman. You want to add to that unit, do you — to put in 
more power? 

Maj. MacLaren. Yes, sir. 

Senator Nelson. Do you know the name of the company that 
would get the aid there? 

Maj. MacLaren. Yes, sir; it is the Pennsylvania Seaboard Steel 
Corporation. 

The Chairman. Where is their power plant located now? 

Maj. MacLaren. It is on the edge of Wilmington, Del. 

The Chairman. How much power are they actually furnishing 
now? 

Maj. MacLaren. I think it is about 30,000 or 40,000 horsepower, 

all told. 
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Senator Nelson. How much is involved in that proposition? 
Maj. MacLaren. That is 10,000 kilowatts, or 13,000 horsepower. 
Senator Nelson. I mean, what is the cost? 
Maj. MacLaren. $600,000. 

Senator Jones. What have you on the Pacific Coast? 
Maj. MacLaren. I have not analyzed that at all. 
Senator Jones. And you do not know anything about it? 
Maj. MacLaren. No, sir. 

The Chairman. That is all, Maj. MacLaren, I believe. 
Mr. Meyer, the committee is ready to hear you now. I believe you 
are a director of the War Finance Corporation? 

STATEMENT OF MR. EUGENE MEYER, JR., DIRECTOR WAR 
FINANCE CORPORATION, WASHINGTON, D. C. 

Mr. Meter, Yes, sir. 

The Chairman. And you have been connected with the War In- 
dustries Board? 

Mr. Meyer. Yes, sir. 

The Chairman. Mr. Meyer, the question has been raised here, 
with regard to these companies' who are asking for help from the 
Government, as to whether they are able to finance themselves, and, 
also, as to what your plan is for financing them, and how you expect 
it to be useful to the Government, and, in fact, as to the whole scheme 
of financing them. 

Mr. Meter. I would like, by way of introduction, Mr. Chairman, 
to say that the whole situation comes up from the Government ask- 
ing the companies for more power, rather than from the companies 
asking the Government for help. 

Senator Nelson. You say it comes up from the Government ; what 
do you mean. It must be some particular branch of the Government. 

Mr. Meyer. Yes; contractors in the various departments or the 
departments themselves that need additional power, as Maj. Mac- 
Laren illustrated in certain particular cases — I mean the initiation 
of the 

Senator Nelson (interposing). Does it not come mainly from 
these contractors who have Government contracts? 

Mr. Meyer. Well, the contractors, of course, have to get power to 
carry out their contracts, and they naturally come to the Govern- 
ment bureau to ask them to secure that, and the Government de- 
partment 

Senator Nelson (interposing). Well, do you know whether that 
was embraced in their contracts with the Government, that the Gov- 
ernment was to furnish them power to fulfill Ijie contract? 

Mr. Meyer. Well, the power condition came up as a fundamental 
condition connected with the contract. No ; the Government does not 
contract to furnish power; but if there is no power there and the 
Government wants an increase in the capacity of a plant to meet a 
war requirement and asks the plant to furnish the additional amount, 
they say, " Yes; we will be glad to do our part, build the additional 
plant and put in additional machinery, but we will have to have more 
power ; the power company has not got the power." 

Senator Nelson. Well, do you not think the contractors who have 
taken these contracts ought to furnish that power? 
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Mr. Meyer. Do you mean the contractor should furnish the capital 
expenditure for a central power station ? 

benator Nelson. If they have taken a contract to do a certain 
thing, is that not their business ? 

Mr. Meyer. The question comes up at the time of making the con- 
tract, and not after the contract is made ; it comes up in consideration 
of the contract 

Senator Nelson (interposing). That is why I asked you whether 
in any of these contracts, directly or indirectly, the Government has 
agreed to supply the contractors with this shortage of power? 

Mr. Meyer. I am not familiar with the terms of the contracts, but 
the thing comes up in connection with the Government departments 
looking for materials and supplies and trying to find out where they 
can get it. They run up against the limitation due to shortage of 
power, and the program is limited by power shortage. 

Senator Vardaman. Is it not a fact that a great many contracts 
have already been let and the contractors come forward and say that 
they can not execute the contracts for the reason that they have not 
the necessary power ? 

Mr. Meyer. There have been some instances of the kind, because 
some contractors took it for granted that there was a surplus of 
power, and when they tried to get the necessary power they found it 
was not there. 

Senator Vardaman. Has there been any effort to penalize those 
contractors or to make them provide their own power to perform the 
contract, or is the Government just letting them throw up the con- 
tract? 

Mr. Meyer. I am not familiar with the contract situation in the 
departments in detail, but I think the biggest part of the situation is 
involved in future requirements for power. 

Senator Vardaman. I think something has been said here about the 
Bethlehem Steel Co. taking contracts thinking they would probably 
have the necessary power. That does not strike me as being in keep- 
ing with the reputation of that great corporation, to take contracts 
without first determining with certainty whether or not they could get 
the power to perform them. 

Maj. MacLaren. I would like to explain that. I think the ex- 
planation of that is very largely due to the fact that they did not 
realize how much power it would take. They made a statement to 
the power section as long ago as last March, saying that they needed 
so much power and that they did not anticipate any difficulty in get- 
ting it. Now they are asking for 10,000 horsepower additional ; they 
find that their needs are greater. 

Senator Vardaman. Did they not realize that their needs would 
be as great as they are now ? 

Maj. MacLaren. They did not realize what a tremendous amount 
of power would be necessary. 

Senator Vardaman. There has been no cutting down of the price 
the Government was to pay to those concerns because of this addi- 
tional expense the Government was to go to furnish them power; 
do you know as to that, Mr. Meyer ? 

Mr. Meyer. I am not familiar with the details of the contracts, 
as I said. I would like to say that on several points which were 
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brought up here this morning there is a little misapprehension, I 
think. 

The fact that a power company is a large, rich, company does not 
mean that it can make large capital expenditures out of its earnings. 
The capital expenditures required for these people are so far in excess 
of any possible savings out of earnings over fixed charges and oper- 
ating expenses that it does not really, matter so much whether it is 
a large, rich company or a less prosperous one. The capital ex- 
penditures required 

Senator Vardaman (interposing). But they will enjoy the same 
profit on the investment that they would if the power had been 
readily at hand; the Oovernment bears all the losses on these con- 
tracts, and the contractors suflFer none on account of their failure to 
perform the contracts that they have taken with the Government, 
I undervStand. 

Mr. Meyer. The power is only incidentally a part of the contract, 
and if the power is not there the contract can not be executed. 

Senator Vardaman. Well, if a farmer should employ a man to 
plow his ground for so much per acre, and after the contract had 
been made and signed and a bond given the contractor should go to 
the farmer and say, " I can not do that unless you buy me a horse, 
or furnish me a plow," the farmer would reply: "Why, I have 
nothing to do with that; you are the man who is to do the plowing." 
Now, the Government proposes to furnish this power and to pay to 
those people the same profits that they would have been paid if the 
power had been readily obtained. 

Mr. Meyer. The contracts can not physically be executed without 
the power, and as the technical staff have, no doubt, informed the 
committee, the installation of independent plants by the contractors 
would be an enormous economic waste for the community. It would 
take so much more material and so much more labor to put in a 
small power plant in every factory that, from a military point of 
view, it would be very disadvantageous. The central power stations 
for the distribution of power to a number of consumers is the eco- 
nomical thing from a military point of view. 

Senator Vardaman. That is entirely true; but I think the men 
who have taken these contracts ought to be required to bear some 
of the expense of providing the power which they are to use in order 
to carry out their contracts with the Government. 

Mr. Meyer. In some cases that is being done. That is not a gen- 
eral condition, that we are trying to supply power to defaulting 
contractors. That is not a correct description of the situation. We 
are trying to supply a means for increasing the power capacity for 
the increasing needs of the Nation as a whole — to -meet the military 
and naval programs and the needs of essential industry. 

Senator Vardaman. Then it is not for the purpose of carrying out 
contracts already made? 

Mr. Meyer. That is not the essential part of it. 

Senator Vardaman. But for contracts yet to be made? 

Mr. Meyer. Yes; and for the general needs of the community 
which it is neecssary to meet in order to maintain the processes of 
economic existence. 
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The Chairman. What does the War Finance Corporation require, 
in the way of a financial showing, that these corporations shall make 
before you finance them ? 

Mr. Meyer. Under the law we have to have adequate security, and 
we have to have a margin of 25 per cent if we make a loan direct to 
the corporation. If we lend to a bank, which in turn lends to 
a corporation for something necessary and contributory to carrying 
on the war, the bank has to furnish us an additional 33 per cent 
margin. 

Now, substantially, the banks are not making the advances and 
then coming to us, because, from a banking point of view, it has not 
been considered in a general way advisable for the banks to enter 
into these contingent liabilities by indorsing the loans of these cor- 
porations. 

Senator Xelsox. That means, in other words, when you analyze 
that statement, that the banks do not consider this a good invest- 
ment; they regard it as unsafe ; but you would advise the Government 
to so into it although it is unsafe. 

Mr. Meyer. No: the banks do not stav out of it on account of the 
lack of safety ; they stay out of it on the ground that it is bad banking 
practice to indorse. They do not consider that it is their function 
to indorse long-time obligations, which these are — imliquid obliga- 
tions. It is not a question of safety there, but of banking practice. 

Furthermore, the companies are not, or these larger and wealthier 
and more prosperous ones are not, in a position as a rule to furnish 
25 per cent margin in securities. You know that the public-service 
commissions in the various States restrict the issue of first mort- 
gage bonds on improvements and additions, certainly to the limit of 
the expenditure — in many cases, to 75 or 80 per cent of the principal 

amount. 

Therefore, even if they were to issue 100 per cent of the cost of 
new plants or extensions in good security, they would still have to 
put up with the War Finance Corporation, if they came to us for 
financial assistance in the form of a loan, an additional 25 per cent: 
and while they may have great property assets, thev have no great 
quantity of good securities in their treasuries. They have been, many 
of them, using the securities that they had in their treasuries, as long 
as they lasted, to do the work that they have already done. 

Senator Vardaman. May I interrupt you a moment? Mr. Chair- 
man, are we to conclude these hearings this morning? It is now 
12 o'clock. 

The Chairman. No; we can not conclude them to-day. I would 
like to have the sense of the committee as to when we shall have our 
next meeting. « ... 

Senator Harding. Mr. Chairman, I make this suggestion : While 
it is proper and commendable for the committee to want to know a 
lot of these details, it is a wholly impractical thing for us to deter- 
mine the specific procedure and the specific appropriation for any 
particular plant. It seems to me that the thing to do is to determine 
whether the committee wants to indorse this policy, and decide upon 
the necessity of this large appropriation, and then put such limita- 
tions on it, if we do decide that it is necessary, as may be in accord 
with our ideas with regard to this plan. Or we may decide that it is 
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not necessary. But I do not think we ought to hold this matter up 
in suspension for a long period. I can not see any practical possi- 
bility of our determining as to specific appropriations or projects. 
I would be willing almost any time to vote upon a line of policy for 
the committee to adopt, and then to act in accordance with that. 

The Chairman. Well, would it be agreeable to the committee to 
hold our next meeting for the purpose of discussing the bill with the 
information that we have before us. and determining what we shall 
do? 

Senator Nelson. I think that is the best plan. . 

The Chairman. And then if we want further hearings afterward, 
we can have them. 

Senator Lenroot. I would like verv much, Mr. Chairman, to have 
the attorneys who drew up the bill before us before we determine 
upon our action. There are some legal questions in connection with 
the bill that I sliould like to ask them. 

Senator Nelson. There are two questions I should like to ask the 
gentleman before we adjourn. You are connected with the War 
Finance Corporation, are you ? 

Mr. Meyer. I am a director of the War Finance Corporation. 

Senator Nelson. I want to inquire of you concerning two points: 
Have you given consideration to the large number of these contem- 
plated improvements that would be thrown back on the Government 
at the close of the war, and the loss that would be entailed on the 
Government ; and have you given consideration to the difficulty that 
we will have in floating Government bonds after the war is over? 
You see the difficulty we are having just now; and our taxes will be 
so enormous after the war is over that we will have to resort to Gov- 
ernment bonds from time to time for years to come, undoubtedly. 
Have you given consideration to all of those things? 

Mr. Meyer. Senator, we have given the greatest consideration to 
those things. We would be utterly failing in our duty if we had not 
considered those very things. It is my opinion that this bill will 
furnish a method of reducing the war wastage to a mininuim; that 
the best contracts will be negotiated with the companies under this 
bill ; that the waste under any other method would be greater. 

Senator Nelson. You expect that there will be a lot of new con 
tracts, do vou ? 

Mr. Meyer. Well, it would be expected under this emergency 
power bill to furnish from time to time such assistance of a financial 
nature to the companies that the Government departments require 
additional power from as may be necessary. 

Senator Nelson. You misapprehend my question; my question 
was for this purpose : You expect that the Government will be letting 
a lot of contracts to contractors for war su]>plies after this, do you — 
new contracts? 

Mr. Meyer. We have no way to discount the advent of peace; and 
this bill, which was thought out and studied out with great care dur- 
ing the summer, did not contemplate a program — a financing of 
power program based on an early peace, or a peace at any particular 
time. 

Senator Nelson. This program was gotten up last summer, then, 
was it? 

Mr. Meter. During the summer. 
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Senator Nelsox. Well, do you not think you ought to readjust it, 
in view of the present conditions? 

Mr. Meyer. Xo ; I think it advisable that the bill should pass, be- 
cause it would be for the administrators of this bill to consider 
whether or not the peace prospects and the policies of the adminis- 
tration were such as to warrant a halting of the war progi'am. I 
think if we were to start to change our policies we might do a great 
damage to the situation ; and we can take care of all those eventuali- 
ties just as well even if this bill is passed. This does not mean that a 

the power is there- 



certain amount of money is going to be spent ; the 
Senator Nelson (interposing). You have $225, 



,000,000 on that list, 
I believe? 

The Chairman. The estimate amounts to $222,000,000. 
Senator Vardaman. You are of the opinion that if the war goes 
on you will be compelled to have this money, if the program that 
you inaugurated last summer is to be carried out ? 

Mr. Meyer. I think there is no doubt of it. That is to sa}^, if we 
are to go on our program. And I do not think even the shortage of 
labor would be a limiting factor, because there would be a diversion 
of labor to the industries which were more essential, and an increase 
in the number of women employed, etc. We will carry out the 
program somehow. 

Senator Vardaman. And whatever is spent we might just as well 
understand now, will be spent in the prosecution of the war. There 
is little hope of the Government recovering any appreciable amount 
from the investments that would now be made? 

Mr. Meyer. I estimate that one may safely figure on the Govern- 
ment getting 60 per cent minimum on the entire expenditure, and it 
might lie within the power of a careful administrator to bring the 
figure as high as 70 or 80 per cent, in some cases. I do not think the 
big projects which are contemplated would involve such a very great 
war waste. I do not think there would be very much war waste 
in the Pittsburgh district, for example. In those big districts like 
Philadelphia and Pittsburgh they would be willing to guarantee 60^ 
per cent return at the time of making the advances; the remaining 
40 per cent to be left to an adjudication of the values after the war, 
the basis being determined upon at the time of making the contract. 
Senator Lenroot. That would depend on two factors: First, no- 
body can state at this time the demand for power which will exist 
after the war ; and second, the cost of producing power after the war 
can not be stated. 

Mr. Meyer. Yes; but the demand for power in certain district, like 
Pittsburgh, can be certainly forecasted; and if you take a modern 
plant, such as is being considered there, it would have a greater 
value, although the cost would be greater now, perhaps, than in 1914 
to construct it than a plant built at an earlier time, on account of 
improved mechanical installation and greater efficiency. Those 
things would all enter into estimating the value. I think it is very 
safe to assume, on all big plants now being considered, that there is 
no chance of losing the first 60 per cent, and then there will be re- 
coverable above that whatever future conditions may warrant. 

Senator Le>;root. Of course, in every case where power is abso- 
lutely necessary for war production, the operator has the Govern- 
ment at its mercy, has it not? 
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Mr. Meyer. I would not put it that way. Of course, they can not 
go ahead without power. 

Senator Lenroot. That is what I mean: The Government must 
furnish such power as they see fit to ask -for, or go without the produc- 
tion ? 

Mr. Meyer. Go without the production ; yes. 

Senator Lenroot. One more question. You stated that a large 
part of this additional power was needed, not for the purpose of 
carr3'ing out existing contracts, but for carrying out contracts to be 
made in the future? 

Mr. Meyer. Well, I stated that in reply to the question as to 
whether or not the contractors were not defaulting on their contracts 
and therefore they should be assessed to contribute for these plant 
structures. We have had, of course, a continually rising scale of 
demands for production and volume of munitions of all kinds, and 
that will go on as long as the war goes on. Now, our power program 
must go along the same line. It is impossible to segregate power 
requirements, and say, " This represents a demand for a contract 
that has been placed and has not enough power, and this represents 
something that is now being negotiated, and the balance will repre- 
sent a future requirement." The power program lies at the base of 
the entire war program. 

Senator Lenroot. Well, you stated to the committee that since 
last March the policy has been adopted of not letting new contracts 
in this congested area, except in cases like the Bethlehem Steel Co., 
where we can not get the material anywhere else. If this power is 
furnished, is that policy to be changed? Is that your understand- 
ing? 

Mr. Meyer. Xo; I do not think so. I think tliis is intended to 
meet a deficiency in some places and to create new facilities in other 
places. 

Senator Lenroot. It is, so far as future contracts are concerned, 
and there will be no occasion for this additional power in this con- 
gested area, except in cases like the Bethlehem nteel, the Midvale 
Steel Co., and some others of these large operators, where the war 
production must be in that particular locality. Is that not true ? 

Mr. Meyer. I will have to go back to the general growth of all 
activities involved in the war. For instance, you take Norfolk and 
Portsmouth and the district around there. You have there, in addi- 
tion to the Army aviation field, a big Navy aviation field over on the 
north side. You have the great naval base there; you have all kinds 
of shops which will be incidental to the operation of those big activi- 
ties, loading and unloading facilities, etc. Baltimore is another 
instance. 

The Chairman. Then, you have some cases of this kind, I under- 
stand: Without making new contracts you call on contractors to 
increase their output? 

Mr. Meyer. Yes; and that is a very important item. 

The Chairman. And you also order contractors to hurry up their 
production? 

Mr. Meyer. Yes; and if you can increase the power sometimes in 
a location where a contract exists, you can add to your capacity in 
existing plants in a much shorter time, and with much greater effi- 
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ciency and economy than you can start new plants in new locations 
with new powder plants. 

Senator Lenroot. Where there is existing power that is available 
in other sections of the country, from every standpoint, is it not 
desirable to place those contracts in those sections? 

Mr. Meyer. That is the policy, undoubtedly. I just want to say, 
without detaining the committee unduly, that there is no market 
for public-utility securities with investors at this time; and that 
is one of the* fundamental difficulties in the situation. The rates 
have been increased in some instances, and the companies in some 
cases have even been made prosperous by raised rates; but in other 
cases they have not been laised; and in many cases the power com- 
panies are mixed up with the transportation companies, and the 
transportation companies are probably suffering more than any in- 
dustry in the count rv, because the rates on the street rail- 
roads are very difficult to raise, for reasons that we all understand, 
and the operating costs have gone up very radically. 

The result is that the securities of those companies, where they 
have a transportation business combined with their power business, 
are unsalable on any reasonable terms. 

Senator Nelsox. Are you conscious of the fact that one branch of 
the Government has been actively raising wages of the employees of 
these street car companies? 

Mr. Meyer. Yes ,sir. 

Senator Nelson. Yes. Now, they are actively at work doing that. 
What remedy does the Government give the ow^ners of the company 
that has to pay these extremely high wages? 

Mr. Meyer. That problem has not been entirely solved 

Senator Nelson (interposing). Do you think they ought to do one 
without doing the other? 

Mr. Meyer. I think where you undertake to raise operating ex- 
penses it would be advisable and expedient, if it could be done, to do 
something to help the revenue situation, pari passu. 

Senator Nelson. Should not one be done as well as the other and 
not leave them in the air? 

Mr. Meyer. It would be advantageous if it were done in that way. 

Senator Harding. As a matter of fact, however, it has not been 
done? 

Mr. Meyer. The War Labor Board, in one case that I happen 
to know of, where the labor organizations in a ^district where wages 
had been increased protested against a raise in the street railway 
fares — ^the Labor Board notified the labor organizations that it 
would reduce their wages again if that protest was continued; and I 
think that shows an attitude in which they recognize that point. 

I simply want to say that the securities can not be sold, because 
the public-utility corporations, in many cases, are under discredit. 
Now, that is one of the reasons that the companias have to come here. 

Senator Calder. Is it not because the people, have not the money 
to buy new bonds? 

Mr. Meyer. That is one of the factors that interferes with all sales 
of securities ; but these companies have special difficulties, on account 
of the discredit thrown on their situation as an industry. 

Senator Nelson. A good many of them are overcapitalized. 
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Mr. Meyer. Some of them are. 

Senator Vardaman. Mr. Chairman, have you determined to when 
we shall adjourn? 

The Chairman. Until 11 o'clock Saturday morning, and we can 
have the attorneys here at that time. 

I was going to ask you one question before we adjourn, Mr. Meyer: 
It is proposed as an amendment to add the following provision : 

If in his judgment such action shall be necessary or useful for the purpose of 
this act to forpi one or more corporations under the laws of any State, Terri- 
tory, District, or possession of the United States for the purchase, construction, 
extension, lease, maintenance, or operation of any such power plants or facili- 
ties, or for the merger or consolidation of any private power plants, or for the 
purchase of the whole or any part of the cai)ital stock thereof or of the property 
thereof. 

In other words, it is proposed to add to the bill the power to 
create a corporation somewhat after the manner of the organization 
of the Emergency Fleet Corporation by the Shipping Board. Do 
you see any advantage in that? Do you think that is an important 
provision ? 

Mr. Meyer. I think that would be a liighly desirable chiuse to in- 
sert in the bill. I see no possible harm in having it m there, and it 
may in certain cases prove advantageous. It allows a little more 
elasticity in the methods to be applied. Whoever will administer 
this bill will want to deal with each case to the greatest possible ad- 
vantage of the situation, and it may be to the advantage of the situa- 
tion to organize an operating company in a certain place for a special 
purpose. 

Senator Harding. I give you fair notice, Mr. Chairman, that you 
are inviting a fight when you put that in. 

Mr. DiLOuON. If any of these amendments are going to hold up the 
passage of this bill or result in a conference between the Senate and 
the House, I suggest that we would prefer to omit them ; and if the 
administrator of the law finds any difficulties in its administration, 
he can come back for such amendments as he thinks necessary. 

The Chairman. 1 just wanted to mention that proposed amend- 
ment while Mr. Meyer was here. 

We will now adjourn the hearing until next Saturday morning at 
11, and we will have Mr. Gans here and any other attorneys whom 
Senator Lenroot desires to question. 

Mr. Dillon. Yes ; we can have our attorneys here. 

(Thereupon, at 12.15 o'clck p. m., the committee adjourned to meet 
at 11 o'clock a. m., Saturday, October 19, 1918.) 



EMERGENCY POWER BILL. 



SATtTBDAT, OCTOBEB 19, 1918. 

United States Senate, 
Committee on Commerce, 

Washington^ D, C, 

The committee met in executive session, pursuant to adjournment, 
at 11 o'clock a. m., in the committee room, Capitol, Senator Duncan 
U. Fletcher presiding. 

Present: Senators Fletcher (chairman), Martin, Kirby, Nelson, 
Jones, Harding, and Lenroot. 

The Chairman. Mr. Gans is here this morning for the purpose 
of answering any questions by members of the committee relative 
to the emergency-power bill. 

What is your full name, Mr. Gans? 

STATEMENT OF MK. HOWAED S. GANS, ADVISOBY COUNSEL, WAR 

LABOR POLICIES BOABB. 

Mr. Gans. Howard S. Gans. 

The Chairman. And what has been your connection with the 
matter of drafting the emergency-power bill? 

Mr. Gans. Wefl, I was called in to prepare the bill, in further- 
ance of the purposes that the War Industries Board felt needed to 
be eflPected by a bill of this character. 

Senator Nelson. What branch of the service are you connected 
with ? 

Mr. Gans. At that time I was connected with the Treasury De- 
partment in the capacity of counsel for one of the divisions. 

Senator Nelson. And where are you now? 

Mr. Gans. I am now advisory counsel for the War Labor Policies 
Board. 

Senator Nelson. When was that board formed? 

Mr. Gans. I think, some time in May of this year. 

Senator Nelson. You are counsel for that board, are you ? 

Mr. Gans. Yes, sir; advisory counsel. 

The Chairman. Who cooperated with you in the matter of pre- 
paring this bill? 

Mr. Gans. I consulted, s:o far as counsel are concerned, with Mr. 
Bulkley, who is the counsel for the power division of the War In- 
dustries Board. 

Capt. Stanley. He was at that time chief of the legal section of 
the War Industries Board. 
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Mr. Gans. I also consulted with Mr. Dodd and Mr. Seagar, who 
were associates of his in that work. I consulted with Capt. Stanley 
and Mr. Darlington, who were the experts of the power section of 
the War Industries Board. I also consulted with Mr. Cooke and 
Mr. Maltby, who were advisers for the Shipping Board on power 
questions and other matters. I consulted at one time with Mr. Travis 
Whitney, who was one of the public-service commissioners of the 
State of New York, in what is called the first district, which includes 
the city of New York, in order to get their point of view and Mr. 
Travis's criticisms and advice. I consulted with Maj. Harkness. 

Mr. MouLTON. Maj. Harkness was formerly chief of rapid transit 
of the public service commission in the first district of New York; 
he is now a major of Ordnance and is on duty in connection with 
power and gas plants. 

Mr. Gans. Then there were some consultations that I attended 
with men who were prominent in the banking community, or that 
part of the banking community that deals with power questions and 
the financing of power companies. I consulted also with Mr. Eugene 
Meyer, jr., one of the directors of the War Finance Corporation, at 
whose request I undertook the work, and with Mr. Herbert G. Moul- 
ton, one of the engineers advising the War Finance Corporation. 

The Chairman. Senator Lenroot, do you wish to ask Mr. Gans 
any questions? 

Senator Lenroot. Yes. Mr. Gans, in drafting this bill was it the 
theory that it was based wholly upon the war powers of Congress? 

Mr. Gans. Well, I should say primarily upon war powers ; yes, sir. 

Senator Lenroot. You say '' primarily " ; then, incidentally, upon 
•what other power was it based? 

Mr. Gans. Within certain limits I should say on the interstate 
commerce powers; I think one could certainly • 

Senator Lenroot (interposing). There is nothing in the bill relat- 
ing to interstate commerce, is there? 

Mr. Gans. I think one could certainly create power plants for the 
purpose of conducting or providing power in interstate commerce. 

Senator Lenroot. That is true ; but you are familiar with the de- 
cisions to the effect that where an act of Congress is not limited to 
interstate commerce, even though it might embrace interstate com- 
merce, but covers intrastate commerce as well, the legislation can 
not stand; you have read the decisions along that line, have you not? 

Mr. Gans. Yes; but I should say that would probably be subject 
to the limitation, would it not, that if interstate commerce were the 
dominant thing its touching intrastate commerce incidentally would 
not necessarily vitiate the bill. 

Senator Lenroot. No ; my point is that a bill not limited to inter- 
state commerce, but upon its face covering intrastate commerce as 
well, can not be sustained under the interstate-commerce clause. 

Mr. Gans. Perhaps I did not read the decision as. being as final 
us that. 

Senator Lenroot. That was the decision. 

Mr. Gans. The thought was primarily that it was a war-emergency 
measure.. 

Senator Lenroot. Yes. 

Mr. Gans. And that it was to be justified, both legally and practi- 
cally on the basis of being a war-emergency measure. 
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Senator Lenroot. Yes ; that is what I thought. Now, upon that 
theory is it essential, in your opinion, that the act upon its face 
must show that the power exercised is for the prosecution of the war 
and limited to that? 

Mr. Gans. I think it must appear within the four corners of the 
act that that is so. I merely mean to distinguish between " within 
the four corners" and there being a specific statement in so many 
words. 

Senator Lenroot. Then what would you say as to one provision 
being limited to the duration of the war and there being no limit in 
another portion of the bill in delegating power* What would be 
vour c(Histruction of that? 

Mr. Gans. Well, so far as I remember the terms of the bill, the 
only provision as to which the power does not cease with the termina- 
tion of the war is the provision which relates to the disposition of that 
which the United States has spent its money on. 

Senator Lenroot. I would be glad if you would point that out, 
Mr. Gans. That is what I have been trying to find, and I can not 
find it. 

Mr. Gans. Section 8 was designed to deal with the duration of 
the powers. That section begins on page 12. 

Senator Lenroot. Well, what language there have you in mind? 

Mr. Gans. The general limiting clause begins on page 13, line 11, 
as follows: 

Except as is herein otliei'wise provided, aU other authority granted to the 
President by the provisions of this act shall cease at the termination of the 
war period. 

Then, there is a saving clause. 

Senator Lenroot. Yes. 

Mr. Gans. Now, the exceptions to that appear in the provisions 
preceding what I have just read. That begins with the first para- 
graph of section 8, as follows : 

That the President may retain any proi)erty and operate any plants, trans- 
mission lines, structures, facilities, or appliances constructed by the United 
States under the provisions of this act for such time as he may deem neces- 
sary or advisable for the purpose of selling or otherwise disposing thereof. 

Now, the thought that animated that indefiniteness as to time 
was this : Assuming that the power is granted, and the Government 
constructs a power plant or expands a power plant in some locality. 
The war ends. If you have a provision in there to the effect that 
immediately upon the termination of the war that must be disposed 
of, practically speaking, the Government is likely to be in this situa- 
tion; either it will have to scrap the plant or to sell the plant on 
such terms as the private financial interests that deal in that locality 
are willing to give for it. I think all who are familiar with power 
financing 

Senator Lenroot (interposing). Oh, yes; that is conceded, of 
course. That would be entirely true where the Government held the 
title to the entire property; there is no question, of course, that it 
could take such time as it saw fit to dispose of it. But, given this kind 
of a case, where the Government goes into a factory and installs 
machinery of its own and the title to it remains in the Government, 
there is, nevertheless, a taking of private property of that factory in 
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the space that is occupied for the installation of this machinery, is 
there not? 

Mr. Gans. Yes. 

Senator Lenroot. Now, can that taking be continued — ^holding be- 
yond the duration of the war — and if so, under what power? 

Mr. Gans. Why, I should say under practically the same power 
or the same view of power that justifies this provision that we have 
just been discussing, and that is that the Government must be en- 
titled incidentally to be in a position to take precautions to preserve 
its own interest. , 

Senator Lenroot. Not as against a private right, is it? 

Mr. Gans. Well, you have taken something; you have exercised 
your powers of eminent domain, and you have taken. Now, whether 
you leave that in the particular place where it was when you exer- 
cised your power, or whether you take it somewhere else, the title 
has vested m the Government, and it has paid for it. Now, all the 
extension of power, so far as time is concerned, is to give the Govern- 
ment an opportunity to sell what it has taken. 

Senator Lenroot. Well, in the case I speak of the Government 
does not take the title to any portion of the plant ; it retains the title 
to the machinery that it itself puts in the plant, but it gets no title to 
the plant; it gets the use and pays for the use, but that use must be 
based always upon the public purpose and the public necessity, must 
it not? 

Mr. Gans. I think so ; yes. 

Senator Lenroot. Yes. Then, when the war is over, how can it 
be justified, merely for the purpose of enabling the Government to 
save some money, in continuing to use the property of a private in- 
dividual? 

Mr. Gans. Well, is there a provision that enables it to continue 
to use the property of a private individual except — ^well, is there 
any provision, as you read it, to. enable it to continue to use that 
private property ? 

Senator Lenroot. Well, first, there is the general provision that 
he may operate it for such time as he deems necessary or advisable 
for selling or disposing of the same. There is that provision; and 
then there is the specific provision 

The Chairman. In subsection 8 of section 2, page 7. 

Senator Lenroot. Yes; that is what I was referring to; the pro- 
vision authorizing him to lease for the war period, or for a period 
thereafter not exceeding one year. 

Mr. Gans. Well, do you not think that where there is a govern- 
mental necessity which requires that something be taken over to be 
operated, that necessity justifies the exercise of power in such way as 
to extend the use for a reasonable time in the future — ^in such way as 
to make practicable the exercise of the power in the present ? 

Senator Lenroot. Hardly. Of course, it is a principle under 
the law of eminent domain that the sovereignty may acquire prop- 
erty by the exercise of the right of eminent domain for itself, but 
not for the use of another. 

Mr. Gans. It must be for a public use ? 

Senator Lenroot. Yes; and this subdivision 8 is not limited in 
any such way, is it? He may lease for any private purpose, cer- 
tainly, after the war, for a period of one year. 
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Mr. Gans. Well, the lease is executed in present!; the lease must 
be executed during the war period. 

Senator Lenroot. Not necessarily 

Mr. Gans. I think that is what that, language implies. 

The Chairman. That is what is contemplated ; and it is also con- 
templated there that there shall be an agreement between the Gov- 
ernment and the party from whom the Government originally took 
the property. 

Senator Lenroot. Not in this provision; that is in another sub- 
division, providing for an agreement. 

The Chairman. But this is a provision for the Government to 
lease to anyone. 

Senator Lenroot. Yes. 

The Chairman. Another provision in the bill provides for the 
Government to lease to the owner or operator of the plant. 

Mr. Gans. This provides authority to lease for the war period, 
or a period not exceeding one year thereafter. ' 

Senator Lenroot. Yes. 

Mr. Gans. As I construe that, the period of one year means the 
duration of the lease; it limits the term of the lease. The time at 
which a lease may be made is limited by the terms that I called 
your attention to before, on page 13, beginning with line 11 : " Ex- 
cept as herein otherwise provided all other authority granted to the 
President b}^ the provisions of this act shall cease at the termination 
of the war period." 

Senator Lenroot. You nmv be correct as to that. It riiav be 
made during the war. But even then, to take the property of A, 
and lease it for a period of 18 monthii beyond the termination of the 
war to B, where during that 18 months presumably there would be 
no public purpose involved, except the saving to the Government of 
some money in the disposition of its property — ^that certainly would 
not be a public purpose, would it? 

Mr. Gans. Well, that of itself, standing alone, ])robably would 
not be a public purpose; but I wonder whether, where the Govern- 
ment has power to take for public use, it has not the power to take 
under circumstances which will prevent it from being unduly waste- 
ful in the disposition of what it takes ? 

Senator Lenroot. It could, of course, by taking the title, Mr. 
Gans. 

Mr. Gans. Do you think there is a serious difference, so far as 
the exercise of the power of eminent domain is concerned, between 
taking the title and taking the use ? 

Senator Lenroot. Yes, I certainly do; because I think Ave may 
take the title of property for a public purpose, and when the public 
purpose ceases we have a right to dispose of our own property in 
such way as we see fit. But when we take merely the use of public 
property, our right to continue the use is coexistent with the public 
purpose. 

Mr. Gans. Now, this thought is in my mind : If you are entitled 
to take the use at all, are you not entitled to take the use under such 
circumstances as will enable you to continue it for such a period as 
will save you from undue loss in the taking? 

Senator Lenroot. You may be right, although I do not Imow. 
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Mr. GA^^s. Then there is this further thought: The termination 
of the war, I should say, will probably not mark the termination of 
the military necessities which the war has created. There will be a 
large shortage in supplies of all kinds inevitably, due to the war con- 
ditions, and there wilj, as the war terminates, be a governmental 
necessity of restoring its ov^n supplies. Now, it is at least reasonable 
to assume, the probability that when the war ends there will be a 
depletion of a large number of things that are military necessities 
in the way of provision for the future: that ammunition will be at a 
comparatively low ebb; that the supplies needed for the repair of 
warships will be at a low ebb; that possibly the machinery needed 
for the merchant marine that we are creating, and creating as a 
governmental agency, will be at a low ebb; that the requirements 
for the railroads that the Government is to operate for 18 months 
after the war — the supplies to meet these requirements — will be in 
such condition that they will heed to be extensively augmented. 

Senator Lenroot. That would all be conceded. But do you think 
we have a right to provide for those necessities with the same powers 
that we have during the existence of the war ? 

Mr. Gans. I should think that any necessity that grew out of the 
war directly we would be authorized to exercise our power of 

Senator Lenroot (interposing). Do you think, then, that upon the 
ratification of the treat}^ of peace and when the war is over our war 
power would still continue to exist ? 

Mr. Gans. I think that certain of the war powers persist over the 
period and beyond the time of the ratification of the treaty of peace. 

Senator Lenroot, That is true, of course, but I am speaking now 
of something different ; so far uis the cleaning up of things is con- 
cerned, that is true, but that does not involve the assertion of any 
new power. 

Senator Harding. Well, as a matter of fact, Senator Lenroot, there 
is a disposition in many of the extraordinary commissions that we 
have created to go oh controlling tuid regulating the situation for 
a very considerable period after the war. 

Senator Lenroot. I appreciate that. Senator, but I also appreciate 
the fact that, to my mind, we have gone to the very limit in the 
assertion of war powers, very often of very doubtful validity, and I 
feel very clear that after the treaty of peace is signed we can not 
go on with the assertion of these powers and continue to exercise 
them. 

Senator Harding. The point I am trying to make is that we are 
going to have the issue to settle immediately after the declaration of 
peace, whether these extraordinary Government powers are to con- 
tinue for the period of reconstruction. It is no secret that the con- 
trol of foodstuffs, and the control of exports for a considerable period 
of years after the war is in consideration, to bring about a read- 
justment of economic conditions in the world, and we will have to 
face one of the biggest questions we have ever faced at that time. 

Senator Lenroot. I appreciate that. 

Senator Harding. And I think this is collateral with that. I am 
not agreeing to that policy ; I am simply stating the facts. 

Senator Lenroot. Well,*^! was trying to get Mr. Gans to give his 
view as to the power continuing after the war independently of the 
power that anyone would have to continue. 
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Now, calling* your attention to the provision in section 11, page 
8^ Mr. Gans, that provides, first, for the sale or exchange of any 
rights acquired by the President, as well as for sales and exchanges 
of property. What have you in mind as to the necessity for that? 

Mr. Gans. Well, I thought he might have acquired for the period 
of the war patent rights, franchise rights, and leasehold rights of 
various kinds, in order to construct and operate these plants, and I 
was endeavoring to provide for full authority to dispose of anything 
that he had acquired. 

Senator Lenroot. Well, he mi^ht acquire patent rights, but would 
he acquire a franchise right, for instance? 

Mr. Gans. Well, it was my intention in the drafting of the bill 
to make it possible for him to do so. 

Senator Lenroot. What I mean is,. that any power exercised under 
this bill is by virtue of our own sovereignty and the assertion of a 
power superior to that of any other, is it not ? 

Mr. Gans. That must be the fundamental theory of the bill. 

Senator Lenroot. That is the fundamental theory of the bill. So 
that there would be no occasion to acquire, for instance, a franchise. 
We might have to take over an obligation, but we would not acquire a 
ri^ht from another sovereignty ? 

Mr. Gans. Well, there is a power in the bill to purchase and to 
lease. Suppose it were necessary to create a transmission line, or, 
rather, to take over a transmission line already in existence. That 
transmission line would have a franchise from the State; we would 
have to take. I assume, and to compensate for. not only the poles and 
the wires, but the value of the right which that company had acquired 
from the State; that is, its franchise to operate in the State and its 
right to utilize the public highways. 

Senator Lenboot. Well, why should w^e, under any possible theory, 
take over that right, when we may exercise it ourselves, irrespective 
of any such franchise, because we have no right to take over at all 
unless it is for the furtherance of a public purpose; and being in fur- 
therance of a public purpose, we are not dependent upon any rights 
that the private individual may have to operate. 

Mr. Gans. I wonder. Senator, whether the Government in its 
power of eminent domain can take aw^ay without compensation the 
right which a private individual has acquired from the State to 
operate over the public highways within the State? 

Senator Lenroot. We would not take it awav ; we would take over 
their property, which might prevent them from carrying on that 
business; but we would have nothing to do with their right or theft- 
franchise. There might be damages following to the utility company 
from the interruption of their business, of course. But that would 
not involve our taking over a franchise or right. 

The Chairman. If we did take it over, would the Government 
have any right to alienate it for a period of five years ? 

Senator Lenroot. Yes; I was coming to that in a moment; that 
was what I was really leading ud to. 

Mr. Gans. Well, there is a difference in theory there. My thought 
was that if you took over any transmission line, you would be taking 
over the physical property and the right to operate; if you were 
acquiring the title you would be acquiring title to the property 
rights derived from the State, which has the same constitutional 
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safeguards tlu'own around it as an}' other kind of property and 
therefore you would have to compensate for it, just as you would for 
the other property that you took over. In other words, my assump- 
tion would be that if we decide under this bill to take over a trans- 
mission line, we will say, that runs from one town to another, a 
connecting plant in one town with a plant in another — if we took over 
title to that property, we would be compelled to compensate for the 
poles and the wires, first, and secondly, for the value of the franchise 
that the company had actjuired from the State, because that was 
propert}' that wo were acquiring by eminent domain.. 

Senator Lenroot. Well, assuming for a moment that we did that ; 
that we were compelled to compensate for the franchise, that would 
be a damag^e or a loss to the company, would it not, for which we must 
compensate them? 

Mr. Gaxs. Yes. 

Senator Lenroot. But that does not mean that the United States 
(xovernnient takes over the franchise and stands in the shoes of the 
utility. 

Mr. Gans. I should say so, as long as it operates. 

Senator LEXiioor. Well, you surprise me, Mr. Gans, because the only 
purpose of our taking it over is to do with that property, for a public 
purpose, that which we see fit. Surely it can not be that we take over 
the franchise and that we take over with it all the rights and obliga- 
tions of the public utility ? 

Mr. Gans. Well, let me get my own mind clarified in this discus- 
sion. Your view had not occurred to me before, and possibly it ought 
to have occurred to me. If we did what I had provided for in the 
provision in the bill which the House cut out ; if we organized a cor- 
poration such as the Emergency Fleet Corporation for the purpose 
of doing this power work, unquestionably, if that corporation were 
given the power of eminent domain, or the power of eminent domain 
was exercised for its benefit, it would acquire the franchise, just in 
the same way as any other private corporation would. In other 
words, if it purchased the property it would have the franchises 
vested in it just in the same way as any other private corporation 
would. 

Senator Harding. Has that plan been seriously considered ? 

Mr. Gans. In connection with this operation ? 

Senator Harding. Yes. . 

Mr. Gans. It was thought that probably that would be a better way 
of operating in some situations. I do not know that it had been 
thought out with any great definiteness, but when we were preparing 
the bill we had before us the experience of the Shipping Board, which 
had acquired authority to create a fleet corporation, and had operated 
largely through the Fleet Corporation. The experience 

Senator Nelson (interposing). Mr. Gans^ I want to call your 
attention to paragraph 1, on page 3, of the bill ; and I will read the 
part that I call attention to. 

In section 2 it is provided, page 3: 

Thut the President is hereby authorized and empowered, within the limits of 
the amounts herein authorized, or that may hereafter be authorized: * * • 

(1) To construct durin.s: the war period at any place or places within the 
boundaries of the United States such power plant or power plants as he may 
deem necessary for the purpose of increasing production of war material or 
meeting emergencies arising from war conditions. 
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Now, this is the language which follows and to which I wish to 
call your attention : 

And in connection therewith to construct within such boundaries plants for 
the production of gas, coke, toluol, benzol, coal-tar products, and any other 
useful products that may be produced through or in connection with the coking 
of coal or carbonizing of lignite, or through or in connection with the combustion 
of any fuel. 

On what grounds do you justify that? Is that a war measure? 

Mr. Gans. Unquestionably so, in my opinion. Coke, toluol, benzol, 
and the coal-tar products are among the 

Senator Nelson (continuing). In connection with these power 
plants ? 

Mr. Gans. Thos^ are among the bases of explosives ; that is the first 
theory for justification of it. The second is, that in order to operate 
a coal-power plant economically it is necessary to use the 

Senator Nelson (interposing). By-products of the Coal? 

Mr. Gans. Yes ; by-products of the coal. And if you are not per- 
mitted in connection with your power plants to utilize those by- 
products, in the first place, you would be guilty of waste at a time 
when wast/C is criminal. 

Senator Nelson. Yes. 

Mr. Gans. And in the second place, you would be compelling the 
Government to operate in a way that would be disastrously uneco- 
nomical if it were done by a private individual. 

Senator Harding. Are those by-products of a power plant? 

Mr. Gans. Those are by-products of that which is essential to the 
running of a power plant, unlegs it is a hydroelectric plant. 

Senator Harding. Are they by-products of a steam-power plant? 

Mr. Gans. They would be, I take it; our technical men will have 
to answer that definitely ; but I take it that they are by-products of 
the combustion of coal. 

Senator Harding. Well, they are by-products of a gas plant, are 
they not? 

Mr. Gans. I think they are by-products of any plant in which coal 
is consumed or in which fuel is consumed in sufficient quantity to 
justify the creation of the instrumentalities for the conserving oi the 
by-product. The engineers will answer as to that. 

Senator Harding. I would like to have that explained a little more 
clearly, not for the purpose of criticizing your statement, but this is 
the first I ever knew that these were by-products of a power plant. 

Mr. MoxjiiTON. I will explain that if you desire. 

The Chairman. Please state your full name and your official con- 
nection. 

Mr. MonLTON. H. G. Moulton, formerly engineer of the War 
Industries Board. I am now an engineer with the War Corporation. 

At the time this bill was drawn it occurred to us that if it became 
necessary for the Government to construct any specially large plants, 
as in connection with a plant for the manufacture of explosives, and 
furnish power for that purpose, there might be times when it could 
be located at the mouth of the mine, where coke and coal would be 
available and where, instead of simply burning coal for the boilers, 
it might be more economical to coke tne coal, use the gas for power, 
and dispose of the coke for pig-iron manufacture and for other pur- 
poses, and recover these by-products, toluol, benzol, etc., for explo- 
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sive manufacture; that it might be possible to work out a power 
program in that way. 

Senator Nelson. Whom did you expect to furnish this extra gas 
for? 

Mr. MotjLTON. Probably we would use most of the gas on the 
boilers for fuel. 

Senator Harding. As an engineer, I want to ask you, Has it been 
deemed a possibility to make gas for steam and work out these by- 
products at a profit at the mouth of a mine ? 

Mr. MouLTox. I can conceive of conditions under which it would 
be more economical to the whole operation to work it primarily ftom 
the coking end, using the gas for fuel and recovering the by-product, 
than it would be simply to burn the coal straight for fuel and waste 
the by-products. It would cover such a business. We might have 
such a combination of coking the coal and using the gas for fuel 
without this provision being inserted. 

Senator Harding. That has never yet been attempted, has it? 

Mr. MouLTON. Yes; gas from coke ovens is being burned for fuel. 

Senator Harding. Yes; but that is merely using the gas as a 
by-product of the coke ovens. That has never been taken up-^-^ — 

Mr. MouLTON (interposing). Primarily as a power proposition? 

Senator Harding (continuing). Primarily as a power proposition? 

Mr. MouLTON. No. 

Senator Nelson. You believe that the Government should engage 
in the coking of coal, do you ? 

Mr. MouLTON. I can conceive of conditions where it would be 
more economical to the Government to enter into the coking of coal 
in connection with the generation of power, for the purpose of 
recovering the by-products. 

Senator Nelson. I suppose that would take place in those coal 
mines where you expect to furnish power to operate the coal mines; 
I suppose that is where you would try out the coking. 

Mr. MouLTON. Probably we would do it at the coal mines. This is 
only to cover a case that might arise where a combination of loca- 
tion of a coal mine and a site for the manufacture of explosives, or 
any Government materials, would be such that the economical way 
of handling it would be by the coking of the coal, the use of gas for 
fuel, and the recovery of the by-products. 

Senator Harding. Would that not be rather an extended experi- 
mental venture as a war measure? 

Mr. MouLTON. No; I do not think it would. There are no engi- 
neering difficulties involved. It is a matter of the economical balance 
of all of the features of the scheme, and where they are right it 
would not be an experiment. 

The Chairman. Would these by-products have any relation to 
the Chemical Section of the War Department? 

Mr. MouLTON. A very direct and important relation. Toluol is a 
base for the manufacture of trinitrotoluol, one of the very high 
explosives. Benzol is a base for the manufacture of picric acid. 

Senator Harding. How long would it take to worK out and estab- 
lish a power plant of this kind ? 

Mr. MOULTON. I should say that would be 18 months ; from a year 
to 18 months. 
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Mr. Gans. I would like to say that, so far as I was concerned, with 
regard to these provisions in the bill for by-product plants, I was 
told by the Railroad Administration that they had been investigat- 
ing the subject and they had found that great savings would be 
made, both m transportation and in conservation, if plants of this 
sort were to be used ; in other words, if we were to establish power 
plants which, in the course of their operation, would create a quan- 
tity of coke and the by-products that go with it we would get a 
better operation through the use of coke 

Senator Habding (interposing). Oh, I quite agree with you as to 
the possibilities of such an experiment. I thmk the big thing in the 
future is the transmission of gas power from the mines. But whether 
we want to i)ass a bill, as a war measure, that plunges the Federal 
Government into that enterprise is a big issue: I can not dispute the 
practicability, or the possible practicability, of such a plan. I think 
it is a very feasible thing, but I can not commit myself to it as a war 
measure. 

Mr. Gans. If I may make this suggestion from that point of view. 
Senator, would we be committing ourselves in this war measure fur- 
ther than Congress has committed itself in many others — ^that is, by 
giving power with the faith that it will be exercised discreetly and 
wisely by the President or the agency that he employs to exercise it? 

Senator Hardi>'g. Well, you know we grant power very readily in 
a great emergency, and we have yet to witness the relinquishment of 
any power. Without specifically criticizing anybody, we find a very 
strong disposition, not only in our own Republic but throughout the 
world, to seize these enterprises and make them governmental enter- 
prises. 

I am reluctant mj self to grant that power unless we know the 
limitations that are to be put upon it. It may be best — I will not go 
into that — but I do not want^to commit this Republic to a thing of 
that sort as a war-emergency* measure. . If it is the deliberate judg- 
ment of the American people that we should become essentiallj^ a 
socialized State and take all these propositions under the wing of 
the Government, why, there is nothimj; else to do ; but I can not assent 
to the wisdom of such a course at a time like this. 

Mr. Gans. Of course, I endeavored to limit and to prevent a social- 
ized or socialistic State arising through these measures, or in this con- 
nection, by the provision in section 8, that the authority granted 
should terminate with the termination of the war, except in so far as 
I thought it would be necessary to extend it so as to prevent the Gov- 
erimient from being compelled to sacrifice what it had created. 

So that, under the provisions of the bill as I read them, even if 
the Government should embark upon this experiment that we speak 
of here, which we think is feasible, as it is a war purpose and a very 
important war purpose, enabling us to get more of the war material, 
toluol and benzol, the power to continue will terminate with the ter- 
mination of the war period, which is defined as six months after the 
proclamation of peace. 

Senator Harding. Well, you are unconsciously bringing to mind 
again, to be perfectly frank with you, the case to which you referred 
8 few moments ago — ^that of the Shipping Board and the Emergency 
Fleet Corporation. The Shipping Board was originally created to 
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encourage shipping through Government aid. The war emergency 
came on, with its tremendous demand for shipping, and we have 
plung:ed the Government, on a tremendous, wholesale scale, into the 
shipping business, and it is my perfectly sincere opinion that we will 
never alter it. I think American shipping from this time on is a 
Government enterprise. 

Senator Nelson. What was that statement? 

Senator Harding. I think American shipping from this time on is 
a fixed Government enterprise. 

Senator Nelson. Do you mean the operation of ships? 

Senator Harding. Yes. I do not say I favor it ; I am only trying 
to comment on conditions as I see them. I do not think it will ever 
be altered. Now, you are opening the way, Mr. Gans, to precisely 
the same thing. Suppose, under the authority granted in this bill, 
those who are in the position to promote such an enterprise should 

go into this business. Here is the authority while the war lasts ; you 
ave placed your entering wedge. Then, along comes the advocate 
of such things, who says, " This is the beginning of a great era of 
idealism. Let us add to it. We have got these ; we can not dispose of 
them without sacrifice on the part of the Government. Let us have 
another bill creating these additional plants." 

And it looks to me as if we are driving an entering wedge all the 
time into this sort of enterprise. 

Mr. Gans. Well, possibly I am gettinn: a little afield from the 
draftsmanship of the bill; but this is the thought that occurs to nie 
there, and that is, if it is a wedge — and, of course, I can see perfectly 
that it may be--ought we to be reluctant to permit the point of the 
wedge going in, if it is important or necessary for war purposes* 
through a fear that it may be driven farther ? 

Senator Harding. Now, you have raised the point that I want to 
ask you about : Has your board thoroughly exhausted the possibilities 
of Government aid to existing power plants to meet this situation? 

Mr. Gans. Some of the engineers will have to answer that more 
fully. But I may say this: From what I have gathered as drafts- 
man of the bill, and, of course, from conversations with those who 
I think will be influential in determining its operation, and that is 
that the immediate needs, the more immediate needs — the thing that 
will be done first will be to extend existing plants, and the other 
powers, the power to construct, will be availed of after the power to 
extend existing plants has been exhausted — the potentialities have 
been exhausted. Am I right in that ? 

Mr. MouLTON. Yes. 

Senator Harding. Well, I want to ask you a very practical ques- 
tion from the viewpoint of one who seems to have been a responsible 
sponsor for the measure: Would it not be the more common-sense 
method — if I may use that term without disparaging your drafts- 
manship of the bill ; I am rather getting at your policy now 

Mr. Gans. Yes ; I understand. I have no pride of authorship. 

Senator Harding. Would it not be the more common-sense plan 
for Congress to grant the authority and the means necessary first to 
try to meet the war emergency with additions to existing plants? 
You say that will be the first application of the law. Then, if that 
plan will not work out so as to meet our war needs, let us deliberately 
go into a broader program. 
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Mr. Gans. As to whether that would be advisable or not, Senator, 
1 can say that I have no personal opinion. The suggestion was made 
to me when this bill was drafted — ^I began to draft mis bill in March 
or April, when the war situation looked somewhat diflferent ftom the 
way it does to-day, and when it looked as if we might have three or 
four years of war on our hands, as, of course, we still majr have. If 
we are going to have a long war, I should think that, allowing for the 
time it necessarily and properly and wisely takes to get legislation 
through Congress, it would be Setter to give the enabling power and 
trust to the wisdom of the President not to go beyond that which the 
necessity of the moment requires. 

Senator Harding. Well, you make one qualifying expression there 
that is hardly fair either to us or to the President. You say leave 
it to the President. Manifestly, notwithstanding his eminence in the 
world and his desire to do the right thing, the President, as a matter 
of fact, can not have anything to do with these detailed operations. 
That is quite, shall I say, beyond or beneath his personal attention. 
You know that as well as I do. 

Mr. Gans. Oh, unquestionably. When I said the President, I 
meant his wisdom would be exercised in the choice of the man who 
was to administer it. 

Senator Harding. Well, I am sorry to say that is where we are con- 
structing a barrier — without disparaging anybody on the board, or 
anything of the sort. There is a very great disposition on the part 
of the Chief Executive to call into eminent authority the very men 
who believe in this sort of thing; and you ask us to grant the author- 
ity to further the project. 

Now, I cordially agree with you that there must be no slackening 
of endeavor until the -war ends. Here is a committee with that feel- 
ing. It would be fatal to deny taking some action on this measure 
on the assmnption that the war is over. We can not do that, and the 
committee would not want to take that responsibility. 

But would we not meet the war emergency if we provided funds 
to carry on the enlargement of existing enterprises as the first relief, 
and then if we are to go into these unaertakings that require one or 
two or three years to complete, that could be a more deliberate thing, 
could it not? 

Mr. Gans. I think that is quite true, sir. The only thought that I 
have to offer with respect to that is this : When I read the bill as it 
came from the House, I thought of some things that I thought to go 
in that would make it more effective. When I began, to consider the 
advisability of having those matters restored to the bill, this thought 
occurred to me : That the moments are golden ; the power is urgently 
needed now ; every day of delay is a loss the importance of which can 
hardly be overestimated. Capt. Stanley was just telling me that at 
the moment they need 1,000,000 more kilowatts, and they have only 
about 60,000 that they can scrape up with the greatest effort. 

Therefore, I came to the conclusion that if we could get this bill 
passed promptly, if we could save a day or a week, by not attempting 
to have it amended in any respect, we would be furthering the 
national purpose, and that it would be better to pass the bill in its 
present form, with the avowed purpose of amending it, either in the 
way of extension or of limitation, so as to get the things that 
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we need throilgh without delay, and to save the time that would 
be necessary if the bill were amended and had to be sent back to the 
House, go into conference committee, and possibly run up against 
opposition in the House of those people whose feeling is toward 
public ownership. 

Senator Harding. Well, I only venture to give you one individual 
opinion. I think you would expedite the enactment of your bill if 
you would limit it to the immediate needs, instead of attempting 
such a sweeping program. 

Mr. Gans. My own feeling is that anything that will expe- 
dite the enactment of the bill so as to give the powers needed imme- 
diately is the thing to be sought. 

Senator Lenroot. Mr. Gans, you have not concluded your legal 
discussion of this bill. 

Senator Harding. Excuse me, Senator Lenroot ; I did not mean to 
interrupt you. 

Senator Lenroot. That is all right ; only I think if we go too far 
afield on this question it may be hard to get back. I would like to 
get you back to your theory on the matter of franchises, Mr. Gans. 

Mr. Gans. Your opinion as a lawyer is worth so much more than 
mine that I feel a hesitancy in expressing mine. 

Senator Lenroot. Not at all. When we stopped we were discuss- 
ing the question by what possibility the United States Government 
would take over a franchise through which it would acquire any 
right from another sovereignty. I must confess that I can not un- 
derstand under what possible theory the United States Government, 
byj:aking over a plant, would acquire the right to operate that plant 
for the duration of a franchise which might be 50 years, and which 
is for a purpose having nothing to do with the' Federal Government. 

Mr. Gans. Well, in taking over a franchise it might be limited to 
the acquisition of the franchise for the period to which its operation 
was limited by its constitutional powers. In other words, if you 
took over a franchise, you might not be able to take over more than 
that portion of it, in time, which you were limited to do by the nature 
of the franchise itself and by your purpose. 

Senator Lenroot. Well, under what possible theory, even if we had 
the power, would we take over a franchise? We certainly are not 
dependent upon the consent of a State, which is expressed in a fran- 
chise to a public utility, to exercise the rights that are proposed to 
be exercised in this bill. 

Mr. Gans. Well, I get at it from the other point of view ; this will 
clarify it, to my mind : 

Would your thought lead to this, that in compensating the private 
corporation whose operations we suspspended, or whose operations 
we replaced, we would not be compelled to pay for the use of the 
franchise which it had acquired from the State ? 

Senator Lenroot. Certainly not beyond the period of the use that 
the Government took. 

Mr. Gans. Well, that we are agreed upon. 

Senator Lenroot. Yes. And it would seem to me that, if our tak- 
ing over of the plant resulted in a destruction, practically speaking, 
of a franchise — in other words, a forfeiture on the part of the State 
because of nonfulfillment on the part of the company — ^they would be 
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able, as a defense against that forfeiture, to plead the superior power 
of the Federal Government, and Ai^ould thus hold their franchise from 
the time that our use ceased. 

Mr. Gans. Well, my theory was that a franchise very often being 
regarded as personal to the particular corporation, so far as the State 
was concerned, there ought to be power vested in the power adminis- 
trator — the power of the Federal Government should be vested in the 
administrator, so that he could, through the exercise of the para- 
mount power of the Federal Government, take it over, for whatever 
period he is authorized to take over, and thus prevent an assertion 
on the part of the State, presently or in the future, that there had 
been any forfeiture of franchise, or that there was any objection to 
the exercise of the franchise by the Federal Government. 

Senator Lenroot. Then that brings up the proviso that no public 
right acquired by him shall be alienated by him for any term in ex- 
cess of five years after the five-}- ear period. 

Mr. Gans. Well, the though that animated all of those provisions 
was that, in so far as possible, in order to relieve the Federal Gov- 
ernment from the burden of operation itself, the operation would 
probably be done by leasing to a private cprporation. I mean our 
experience has been, all through the war, that you get things done 
better if you use the ordinary agencies for doing them than if you 
try to construct a new bureau to do them yourself. 

Senator Lenroot. Well, that would be true, so far as your physi- 
cal property was concerned: but ha^e you / any authority whatever 
as to the right of a sovereignty to take OA'er a franchise and lease 
it to somebody else, or alienate it to somebody else? 

Mr. Gans. Well, the Government can take it — I should think that 
the Government is in a position, having taken it, to lease it 

Senator Lenroot (interposing). Beyond the period of the war? 

Mr. Gans. There we get again to the question of the extension 
by a sort of implication — the extension of time through the exi- 
gency created by the war; and a period of five years, it seemed to 
me, as a practical and reasonable matter 

Senator Lenroot (interposing). No; but it is implied that the 
Government, after the five years, still retains the franchise. 

Mr. Gans. In certain circumstances it might, I should think, if 
the purpose were interstate commerce. If you acquire a franchise 
to operate in interstate commerce, I should think, as a matter of 
law, the Government might retain.it, and retain it for all time. 

Senator Lenroot, But, of course, that is not embodied in the bill, 
Mr. Gans? 

Mr. Gans. No; but as I conceive the theory of the bill certain 
broad powers are given. Now, the exercise of them has to be within 
the limits of constitutionality. 

Senator Lenroot. Well, are you familiar with that line of cases 
that I spoke of in the beginning, where the courts hold that a dele- 
gation of power, or an exercise of power upon the part of Congress, 
not limited in the legislation to interstate commerce, will not be 
construed as limited to interstate commerce, although the particular 
thing may be interstate commerce ? 

Mr. Gans. I know that there is a line of decisions like that, and 
possibly it might be wise or necessary to insert a limititig clause 
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in there. But it is to be observed that the bill contains in its last 
section the usual constitutional saving clause, and that if any doubt- 
ful point be resolved against the validity of certain provisions it 
would not affect the validity of the remaining provisions. 

Senator Lenroot. Section 7 of the bill makes it a misdemeanor, 
punishable by a fine of $5,000 or imprisonment for not more than 
two years, to violate any order — omitting other language — made 
^' by the President or by any officer, agent, or agency he shall have 
designated or created," etc. 

I nave in mind the line of decisions, although I have not read 
them recently, which sustain legislation which makes it a misde- 
meanor to violate rules and regulations made by the head of a de- 
partment. There are two or three decisions along that line. But 
is there am^ authority to make it a crime or misdemeanor to violate 
uny order made by any other agent ? 

Mr. Gans. I think if you limit in your legislation the character of 
the order of authority that can be exercised, you can penalize 
the refusal to comply with that order. I think you have that sort 
of condition in your health legislation throughout the States where 
you create a municipal board of health and give it power to pass 
regulations, to issue orders in pursuance of those regulations, and 
you make it a misdemeanor to violate them. 

Senator Lenroot. Yes ; that would be true. That would be where, 
as in the cases we, have in the Federal Government, where the head 
of the Government, or the proper authority, makes rules and regula- 
tions, and then the violation of those rules and regulations becomes a 
misdemeanor. But suppose the President gives general authority 
to John Doe to make orders in reference to carrying out this bill, 
and John Doe goes to Richard Roe and gives an order — not a rule 
or regulation supplying deficiencies in the legislation that it is im- 
practicable for the legislative body to directly enact — ^have you not 
got a very different situation there? 

Mr. Gans. My opinion is that you have not, legally, a different 
situation. I think that power can be conferred on a person who is 
administrator to direct that certain property shall be turned over, 
under the exercise of the power of eminent domain. The adminis- 
trator says, " The Government wants this power," or says, under 
the provisions of this bill, " You, the John Jones Power Co., are 
to deliver your power to the James Smith Power Co., for dis- 
tribution by it, in order to serve these purposes." I think it is per- 
fectly within constitutional power to say that if the John Jones 
Power Co. does not obey the order, it is subject to a penalty. 

Senator Lenroot. But it is much broader than that, is it not? 
Here is a case where the Government is operating a plant, and 
some order is given with reference to the operation of that plant. 
That order is not complied with, and that becomes a misdemeanor 
under this section? 

Mr. Gans. I think it may be a little military in conception. 

Senator Lenroot. It is very military in conception, is it not ? 

Mr. Gans. I think it is ; and I was dealing with this, frankly — 
my whole view of this situation is that the instrumentalities through 
which you are fighting the war are quite as necessary a part of your 
Military Establishment, and need to be treated with the same per- 
emptoriness, as your men in the field. Now, this is not one of the 
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things to which I attach enormous importance, so far as the effi- 
cacy of the bill is concerned. If it had been suggested to me at any 
of the earlier stages that it was important to eliminate the penal 
features, I should have said that while they stiffen the bill up some- 
what, they are not of very great importance. As to the consti- 
tutionality of the provisions, I would like to suggest this further 
thought, however. There has never been any doubt so far a& I know 
of the constitutionality of laws which made it an offense to disobey 
the order of a court. I mean the laws which make contempt of 
court a misdemeanor, triable by ordinary criminal courts, even 
though the court whose order has been disobeyed has taken no 
action. And my thought is this: If the disobedience of an order 
of the judicial branch of the Govetument may be made thus punish- 
able, why may not an order of the Executive branch, made in the 
exercise of the legitimate authority, be made punishable in the same 
way? 

Senator Lenroot. Yes. Now, I think I have just one more ques- 
tion. 

On page 4, line 9, I find the language, " That the President is au- 
thorized and empowered," etc. — ^now, beginning with line 6, "to 
install in any such plant any structure, machinery, or appliances," 
etc. ; now, beginning with line 9 : "or by advancing to the operator 
of such plant funds to be applied to that purpose upon such security 
and such terms of payment of principal and interest as he may 
prescribe." 

Then immediateh^ following that it reads: "To lease the ma- 
chinery, appliances, and structures thus installed, or any parts 
thereof, to the operator," etc. 

Arid then in line 23 it says : " Whenever any such structures, ma- 
chinery, or appliances shall have been installed and until the sade 
or other disposition thereof, the title thereto shall lemain in the 
United States," etc. 

Now, what is the theory of this clause beginning with line 9, " ad- 
vancing to the operator of such plant funds to be applied to that pur- 
pose upon such security and such terms of payment of principal and 
interest as he may prescribe " ? Does not that imply the thought that 
the ownership shall be in the operator, if he has to give security for . 
repayment? . . 

Mr. Gans. No ; not necessarily, I think. And as a practical matter, 
not. At the present time, I think some contracts have been made 
with the limited funds that were available in other departments of 
the Government whereby the plants are enabled to be expanded just 
along these lines. 

The situation that is attempted to be dealt with here, of course, 
is this: That the cost of installation at the present time is so high 
that private corporations or private interests can not afford to ex- 
pand their plants at their own expense, and in order to get the 
plants expanded to do what the Senator suggested would be the thing 
we had better limit ourselves to at the present moment: it is neces- 
sary to provide some way in which the installation can be done with 
the Government absorbing the excess war cost. 

Now, that might be done either by lending direct and under an 
agreement that the war cost shall be absorbed by the Government, 
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or it might be done by having thfi Government in^all antl retain 
title and then lease to the operator, so that the Government does not 
have to operate the plant iteelf but lets the operator proceed with 
the operation. 

And what I was trying to do in this snbdivieion was to safeguard 
the Government in every possible way that I could think of when 
it undertook to expand a privnte plant, and I thought that there 
would be times when it would be preferable to expand the plant 
. by doing the installation ourselves — retaining title, rather than 
lending to the plant. That is 

Senator Lenhoot (interposing). But this subdivision does; in 
this subdivision there is a lending to the operator of thenioney, but 
the Government nevertheless retains title and takes additional 
- security. , 

Mr. Gass. Betjiining title: that is correct. ■ ■ 

Senator Lenroot. That is vour purpose, is it? 

Mr. Gans. Yes. " . • 

Senator Lexi!ooi\ Well, wonld it be possible to make any such 
contract with au operator whereby the operator will have no title 
to the property, bnt must give security for the repayment of the 
money that is utilized in expanding the plant, and he has nothing to 
show for it? 

Mr. Gans. I think it is probable that, in some instances, a contract 
of that sort might be entered into. After all, it does not hurt the 
Government to have the power to enter into that. 

Senator Lekroot. Oh. there is no question of power involved-' 

Mr. MouLTOS (interposing). Pardon me for interrupting, but you 
have raised a very interesting point, and 1 should like to explain. 

This bill was confused by the addition in the House of some 
language that was not originally incorporated in it, and there is a 
good deal in the point that you have raised. The bill as originally 
introduced read, ''by providing the owner or operator of such plant 
with funds to be applied to that purpose." In other words, it con- 
templated building 

Senator Lenroot (interposing). By the operator? 

Mr.. Moni.TON. By the operator, as agent for the Government; we 
subsidized or assisted the operator. Then the clause ended in just 
that way — "■ with funds to be applied to that purpose." For some 
reason, in the House there were added the words, upon such terms 
of payment of principal and interest as he may prescribe," and that 
clause confuses the thing very much. 

Senator LaNFoor. It certainly does. 

Mr. MoDLTON. It was entirely unnecessary. 

Mr. Gaxs. Kvidontly I had builded better than I remembered. 

Senator IjEnboot. "Well, that affects the whole theory of that pro- 
vision. 

Mr. MouLTOX. Yes: it is an unnecessary addition. 

Senator Lekroot. Well, hardly that. I think the purpose of this 
is — and I do not think it ought to go in where it is. if that should be 
the final decision of Congress — 1 think the purpose of this was to 
provide ti means, that is not now provided in the bill, of advancing 
to the operator, just as Senator Harding suggested, what money the 
operator may need to aid him in extending his own plant, upon such 
security as he may furnish 
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Seoator Hardino (interpoeing) . Upon such security as he ought 
to famish, not ^ may furnish.'' 

Senator Lenroot. Now, there is nothing in this bill which permits 
that 

Mr.MouLTON. Except section 3. 

..Senatoi' Lenroot. Except section 3; and that provides that that 
can be done only where the President deems that it is impracticable 
to act by any other method. 

Mr. MouLTON. Only where it is undesirable to do so. 

Senator Lenroot. No ; it says the power of section 3 shall be exer- 
cised only " if the President shall deem that the emergency is such 
as to render it impracticable or undesirable to act with respect to 
such plant under any of the other powers conferred by this act." Of 
course the whole thought is — and I think the President will be com- 
pelled to so construe it — as section 3 now reads, that section 3 is to be 
used only if the aid can not reasonably be given in some other way. 

Mr. MouLTON. May I suggest that your objection to this may be 
entireh' solved by striking out^ in line 9, page 4, after the words 
"applied to that purpose, the words " upon such security and such 
terms of payment of principal and interest as he may prescribe"? 

Senator Lenroot. No; because I think there ought to be a pro 
vision in the bill that will permit that; and then there is anothei 
limitation in section 3, which contemplates that the Government will 
absorb the war wastage, is there not ? 

Mr. Gans. It may. 

Senator Lenroot. No; it contemplates that it will. It says, "In 
order that the United States may assume the difference between the 
cost of such equipment or expansion " 

Mr. Gans (interposing). That also was added in the House. 

Senator Lenroot (continuing). "At the time of installation and 
■the value thereof to the operator at the end of the contract period, 
such terms may include an agreement," etc. 

Now. that plainly embodies the intention of Congress that if sec- 
tion 3 is invoked the Government will assume the war wastage. And 
so, carrying out Senator Harding's suggestion, there ought to be a 
straight provision in the bill permitting the lending by the Govern- 
ment to these utilitj^ companies of money to be used in expanding 
their utilities that they may offer to the Government 

Mr. MotJLTON (interposing). That is in there. 

Senator Lenroot. No; it is not. 

Mr. Gans. When this particular section was drafted it did not 
contain the words " In order that the United States may assume the 
difference," etc., down to the word " period." It read : " Such terms 
may include an agreement that if at a time provided for therein," 
etc. In other words, it read so that it could recover the entire loan 
or waive the excess cost. 

Senator Lenroot. Yes. Well, do you think it has now been very 
greatly limited, so far as policy is concerned, except in two respects? 

Mr. Gans. I do not think that this preamble to that provision in 
section 3 that was inserted in the House would affect the power at all. 

Senator Lenroot. Not affect the power; but it might affect the 
discretion. If section 3 is invoked, the Government assumes the 
war wastage. 

Mr. MouLTON. It mav assume it. 
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Senator Lenroot. No ; it says, " In order that the Goveri\ment may 
assume the difference," etc. 

Mr. Gans. I may say this, that when the bill was originally 
drawn — I am responsible for the proviso at the end that is objec- 
tionable ; and I drew that with the idea then that what the Govern- 
ment would do would be primarily to construct, and that the ex- 
pansion of plants would be rather a secondary thing; this was back 
in March or April. 

Senator Lenroot. Well, Mr. Baruch's theory was the other way. 

Mr. MouLTON. This was changed in the House. 

Mr. Gans. That was back in March or April, when it looked as if 
the war would last several years. When this came up in the House, 
and certain other amendments were suggested, I then suggested that 
they strike out that proviso, so as to meet the present conditions; 
and the House deemed it unwise to strike it out ; and that was left in. 

.Senator Lenroot. In other words, we have in this section a straight 
provision authorizing the President to lend, upon such terms as he 
might deem just, and also authorizing him to make an agreement, 
if he thinks wise, to assume the war wastage ? 

Mr. Gans. Precisely so. 

Mr. MouLTON. That is the idea precisely ; the Government should 
furnish itself with whatever power it could, and then it would be 
safe for the Government to take the chance. 

Senator Lenroot. I would be glad, Mr. Gans, if you would advise 
yourself a little more fully on that criminal proposition, as to our 
power to make the violation of any order a misdemeanor. 

Mr. Gans. I will endeavor to do so, Senator. 

I might say this, that if you have in mind redrafting any of the 
sections of this bill, I should be delighted to place myself at your 
disposal at any time that you want ; and I am perfectly open minded 
about all of it; and if I could sit as your secretary for the moment 
I should be glad to do so. 

Senator Lenroot. That would be very helpful, Mr. Gans, when 
we have reached that point. 

I have just one other question : With reference to the general limi- 
tation on. page 13, do you think that governs the specific authority? 

Mr. Gans. Yes; it says: " Except as is herein otherwise provided." 

Senator Lenroot. No ; the general provision : 

No power plant, equipment, structures, machinery, or appliances shaU be 
constructed, acquired, increased in productivity, equipped, or expanded, nor 
shall funds be provided or advances made for these purposes except during the 
actual continuance of the war. 

Do you think that lunits the specific authority on page 3, sub- 
division 1, " to construct during the war period ? " It is inconsistent 
if it does; the war period is six months longer than the actual con- 
tinuance of the war. 

Mr. Gans. Yes. That was inserted in the House, as I remember 
it. I thought I had coverecj it-^ — 

Senator Lenboot.; Then, striking out the words "during the. war 
period " would harmpnize it, and let your last limitation, on page 13, 
govern the whole thing, 

Mr. Gans. " Except as is herein otherwise provided;" that was the 
provision I had originally, inserted., , 
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Senator Lenroot. Well, as to construction, there is no other pro- 
vision for construction. 

Mr. Gans. Capt. Stanley has just raised an interesting point, 
that with this provision that the House has inserted in the bill, be- 
ginning, " No power plant," and then going on with, " except as is 
herein otherwise provided;" that is, including this prohibition to do 
any constructing after the period of the war — ^^Capt. Stanley sug- 
gests that that is included within the exception; the saving clause in 
thi^ " excepting " paragraph does not operate ; that you could not 
perfect a plant &0 or 95 per ceiit completed. 
, Senator Lenroot, I think he is riffht about that. 

jVIjc. Gans, My own view is that tnat provision, from line 5 to line 
10, is unnecessary, because the thought of it, it seems to me, is already 
contained in the clause that I had in there, "Except as is hereih 
otherwise provided," etc. 

Senator L<enroot. Yes. I think the same objection would still 
prevail if that was out. , Suppose he has partly installed hig plant, 
and is, required to make a new contract for new 6r additional 
machinery. « 

Mr. Gans. He could not make a new contract. 

Senator Lenroot. He might have it 50 per cent installed and he 
could not go on with it under your exception ? 

Mr. Gans. Me could not go on with it unless he had contracted 
for all of the machinery. 

Senator Lenroot. That is what I say — even with that paragraph 
eliminated. 

Mr. Gans. With that paragraph in, the probabilities are that ev^n 
if he had contracted for the machinery he could not — — 

Capt. Stanley (interposing). Suppose he had contracted to fur- 
nish a plant of a certain size, with all the equipment. The clause 
put in by the House says, to put it in nonlegal language, " Except 
during the actual continuance of the war, the plant can not be ex- 
panded, nor can funds be provided for these purposes." 

Now, take the case of a contract made to finish a plant; the plant 
during the existence of the war is brought to 90 per cent of comple- 
tion, and 90 per cent of the funds have been advanced on the part of 
the Government, and then the war stops. The additional 10 per cent 
is a further expansion of the plant. It requires further expenditure 
of funds ; and it seemed to me that it might be interpreted that the 
Government could neither allow the finishing 10 per cent to be com- 
pleted, nor pay any mon^y for that completion; and it would be 
left with an unfinished plant of little value until the 10 per cent was 
finished; perhaps just a piece of machinery that would not run; 
and there would be no way in which it could carry out its contract. 
I thought that was rather a strained interpretation, but it at least 
should be considered. 

Mr. Gans. Capt. Stanley also suggested an amendment here that 
I think very well of. 

The Chairman. What line and page of the bill is it? 

Mr. Gans. Page 13, line 14, to substitute for the word " executed " 
the words "entered upon or signed" or "entered into,** the word 
" executed " being subject to two interpretations. I plead guilty to 
creating that ambiguity myself. 

The Chairman. Well, as a matter of fact, will not that situation 
you have just described be the situation with reference to a good 
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many of these undertakings ? Probably a good part of thisexpendi- 
ture, if it is to run over a period of from 12 to 18 months, may not 
be made by the time the war ends. You may be right in the midst 
of some of your most important undertakings that run over a period 
of 18 months, when the war ends. Now, how is that going to leave 
the Government? 

Capt. Stanley. It seems to me, Mr. Chairman, that necessarily, 
that would have to be considered at the time of drawing the special 
contract. I do not believe it is wise to place a limitati6n in this 
bill either that the contract must be jBnished or that the coiitr'act 
must be canceled. It might work both ways ; it might be to the dis- 
advantage of the Government to have it finished if a plant would 
stand idle for 5 or 10 j^ears after it was finished; it might be very 
much to the advantage of the Government to have it nnii^hed, be- 
cause it might have an immediate market for it and be able to sell it 
and get its money back. 

I think, in general, that any policy that would leave tlie (jovern- 
ment interested as a party in the ownership or in complete otvnership 
of a lot of semifinished plants around the country that it cotild not 
physically complete, so tnat they would be absolutely useless, would 
be a very dangferous policy. 

The Chairman. Yes; we would have to be very careful as to thjit, 
I should think. If, for instance, you should undertake a big opera- 
tion, to put up an entirel;^ new plant which was going to require 18 
months to build, and if this war should end in 12 months, you would 
have 6 months ahead of you before you could complete the plant, and 
perhaps by that time you would not need the plant. 

Capt. Stanley. I would like to point out another interesting side 
issue on that : Conceivably, in very many cases, we would call upon a 
private company to put up some of the money ; that is what we expect 
to do in most cases. The Government would put up the balance, and 
we would expect to very nearly exhaust the financial ability of that 
' companjr to do its share. 

Now, if the Government arbitrarily, at the end of the war, says, 
" We will not go any further," the company has a private invest^ 
raent; and not only does the Government have funds invested that 
it can not earn any income on until the plant is completed, but the 
private company may have made a very serious investment for itj 
may have exhausted its financial resources, having a fixed charge on 
its investment, but having nothing it can run iat all. And I think that 
in the cases where there is some use for the property, as. there will be 
in most of these starting immediately after the war — I do not think 
many of them will go absolutely fiat — I think, in fairness to the 
company that may have invested in it some millions, you should not 
penalize them by simply throwing up a flat wall and saying, " Your 
money is wasted until you are able to raise some millions of dol- 
lars more to finish it up," which would be the case if the work was 
stopped. I am taking some drastic situations as examples only. 

The Chairman. Yes; I understand — as possibilities only. 

Are there any other questions? 

Senator Nelson. No. 

Senator Lenroot. There is one that I have : Capt. Stanley, do you 
know anything about the $150,000 administrative estimate ? 
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ADDITIONAL STATEMENT OF OAPT. W. W. STANLEY (UNAS- 
SIGNED), UNITED STATES ABJIY, ON DUTT WITH POWER SEC- 
TION, WAE INDUSTRIES BOAED. 

Capt. Stanley. Yes, sir. I think I have the rough details of that 
here. That was submitted to the House committee after their hear- 
ings were printed. I think it is not in their hearings. 

Senator Lenroot. Yes; it is in their hearings. Well, I will ask 
you two or three questions about it. 

Senator Nelson. If you have the detailed estimate, hand it in and 
let it go in the record* 

Capt. Stanley. Yes. 

Senator Len ROOT. Just read it, please. 

Senator Nelson. It contemplates the establishment of a bureau, 
does it not? 

Capt. Stanley. Of an organization. 

Senator. Nelson. That is about the sano^e thing. 

Capt Stanley. .Well„ that amounts to a bure^iu. 

Senator Nelson. An independent bureau? 

Capt. Stanley. Yes. . 

Senator Nelson. And have you a schedule of the organization 
contemplated there ? 

Capt. I^TANLEY. Yes, sir. 

Senator Nelson* xVnd the estinfiated expenses? 

Capt. Stanley. Yes, sir. 

Senator Nelson. Well, I suggest that that be inserted in the 
hearing. 

The Chairman. Yes; the estimate will be inserted in the record of 
the hearings at this point. 

(The estimate submitted by Capt. Stanley is here printed in full, 
as follows:) 

Estimate of adminiHtrative expense per year for emergency-power bill. 

Aamiuistratar ^__i -_ _: $12, 000 

Two assistants, at $7,500_--.^_— ,>— II ^ .___^ 15,000, 

Four civilian ent^ineers, at $5 ^__ 20,000 

Clerical help and miscellaneous supplies, Washington office 20, 000 

Rent of 8 district offices, estimated at $1,200 _i i_ 9, 600 

Clerical help and supplies for 8 district offices, at average of $4,000 

each - , r-~ .-, — - - 32, 000 

Traveling expense»s. exclusive of Army Engineers, estimated at 7, 000 

Legal expense, estimated at 1 10,000 

Allowance for expansion and other unforeseen contingencies 24, 000 

150,000 

Note. — The above estimate is on the basis of utilizing Army engineers for 
practically all /field and engineering work. Should this procedure prove to be 
impossible oi" inadvisable, the estimate should be raised to include an allowance 
covering the salaries and traveling expenses of a suitable number of expert 
power engineers. Such additional sura, if required, is believed to be not less 
than $125,000, covering 20 engineers, at an average salary of $4,000 eacli, and 
a total traveling allowance of $45,000. 

Senator Lenroot. Unless you want him to read it, I want to ask 
Capt. Stanley two or three questions about it. 

It is proposed in this organization, Capt. Stanley, to have an ad- 
ministrator at a salary of $12,000 a year, is it? 
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Capt. Stanley. That was the sum that was put in the estimate. 

Senator Lenroot. Do you think it is necessary to pay any such 
sum? 

Capt. Stanley. We took as the figure for that the salary of the 
directors of the War Finance Corporation. How many directors are 
there, Mr. Moulton, of that corporation? 

Mr. MouLTON. Five. 

Capt. Stanley. There are five directors there, and I think they 
have a salary of $12,000 a year each. 

Senator Lenroot. Do you think this is equal in importance to the 
War Finance Corporation, and in responsibility? 

Capt. Stanley. I think that the man who is ^oing to administer 
this successfully has to have a very wide combined knowledge of 
banking, because the trades that will be made with the private com- 
panies under this bill are such that he must understand the banking 
situation. He must also know the engineering well enough so that he 
can feel certain of his ground in making the trades. I consider that 
the salary would be a very small fraction of what such a man would 
earn in civilian life. 

Senator Lenroot. Well, in these war times we are not basing their 
compensation on that, are we? 

Capt. Stanley. Certainly; I understand that. 

Senator Lenroot. May I ask you now who compose the present 
power committee? 

Capt. Stanley. The present power committee consists of Mr. Dar- 
lington, who is chief of the Power Section. He is the executive in 
charge of operations under 

Senator Nelson (inteiposing). What is his salary? 

Capt. Stanley. $1 a year. Mr. Bulkley, who is one of the lawyers 
that Mr. Gans referred to, as assisting in drafting the bill. 

Senator Nelson. What is his salary? 

Capt. Stanley. $1 a year, I think. He was formerly the chief of 
the legal section of the War Industries Board. He is now one of the 
assistants to the Assistant Secretary of War, Mr. Crowell. 

Senator Nelson. Does he get any salary for anything from the 
Government? 

Capt. Stanley. I am inclined to think that he is still a $l-a-year 
man, although I do not know that definitely. 

Senator Nelson. And is Mr. Darlington employed in any other 
branch of the Government? 

Capt. Stanley. No, sir. 

Senator Nelson. Has he a commission? 

Capt. Stanley. No, sir. On the original committee the Army man 
was Gen. Keller. 

Senator Neuson. Of course, they get their Army pay ? 

Capt. Stanley. He got his Army pay ; he has been supplanted by 
Col. Mahaffey. 

Senator Nelson. Is he an Army officer? 

Capt. Stanley. He is an Army officer. 

Senator Nelson. A real officer? 
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Capt. Stanley. Yes, sir; a Regular Army officer;, and he has come 
ill only because Gen. Keller left a few weeks a^ for the. other side. 

The Chairman. Who else? 

Capt. Stanley. That is all. I should have said that that is an in- 
formal organization. 

Senator Nelson. I wanted to get an idea of the organization and 
the cost of it. 

Capt. Stanley. Let me make this point, however, that the present 
l>ower section of the War Industries Board has no funds. 

Senator Nelson. Well, you wanted to argue that we should pay 
them a sigh salary, I suppose? [Laughter.] 

Capt. Stanley. No; T just wanted to show why we put these fig- 
ui-es down. It is not pertinent for me to argue about it. But the 
reason for that salarv is that it was taken from the salaries of the 
directors of the War Finance Corporation, because it was thought 
that the work was comparable in value to theirs. 

The Chairman. What other salaries are given in the estimate? 

Capt. Stanley. Two assistants, at $7,500 a year each. 

Senator Lenroot. Are those two assistant engineers, or two as- 
sistants ? 

Capt. Stanley. They would probably be men of combined en- 
gineering and financial experience. 

Senator Lenroot. So that this is really creating a new and very 
expensive board for the administration of this law ? 

Capt. Stanley. Then we have in addition four civilian engineers, 
at $5,000 a year each. • 

Senator Nelson. How many? 

Capt. Stanley. Four. After that come items for clerical help and 
miscellaneous supplies in Washington office, $20,000. These are an- 
nual estimates. 

Senator Nelson. And office rent, I suppose? 

Capt. Stanley. That was based on using Govermnent offices. 

Senator Nelson. You have no estimate for rent, then? 

Capt. Stanley. No, sir; none for rent in Washington. It pro- 
vides for rent for eight district offices throughout the country. 

Senator Nelson. $1,200 a year or $100 a month each. Then the 
estimate provides for clerical help and supplies for the* eight district 
offices, at an average of $4,000 a year. It provides for $7,000 in 
traveling expenses. 

Now, you have one officer at $12,000, two emploj^ees at $7,500, and 
four at $5,000; is that correct? 

Capt. Stanley. Yes, sir. 

Senator Nelson. How much salary do those men take altogether? 

Capt. Stanley. $47,000. 

Senator Nelson. Then those seven men take about one-third of the 
entire estimate? 

Capt. Stanley. Yes, sir. Then we allowed for traveling ex- 
penses, exclusive of Army engineers, a sum of $7,000. We allowed 
for legal expenses a sum of $10,000; and we had a sum for expansion 
and unforseen contingencies of $24,400, which was the balance of 
the $150,000. 

Senator Nelson. I want to suggest one thing to you, and that is 
that we have a Tot of good Army officers, competent engineers and 
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others, i?trho are on the retired list. Would it not be better to utilize 
them ? They get their pay as retired officers ; we might make a small 
addition to that instead of having this expensive machinery; or 
have you any idea that economy is needed in this work? 

Capt. Stanuey. Senator, in my opinion, it is a question Of obtain- 
ing a special knowledge for this job. I think you will appreciate 
yourself that if the bill passes in its present form in order to operate 
under it successfully the man will have to have a rather xmusual 
combination of good business jud^ent, good legal knowledge, good 
financial knowledge, and good engineering knowledge. 

Senator Nelson. A high salary does not make a good man. 

Capt. Stanley. No; and I do not care where he comes from as 
long as he has those qualifications. 

Senator Nelson. We had an experience along that line not long 
ago in connection with the investigation of the Emergency Fleet 
Corporation. Stone & Webster, who were interested in the Ameri- 
can International Corporation, which had the Hog Island contract, 
transferred their chief engineer to the Hog Island work and saddled 
him on the Government. They had been paying him $12,000 a year, 
with a prospective bonus of $5,000 in addition. They saddled him 
onto the Government at Hog Island at $30,000 a year, and yet he 
was the same man and had the same capacity as before. Is that 
what you would think proper? 

Capt. Stanley. No, sir ; not on that statement of facts ; absolutely 
not. 

Senator Nei;son. And they took a contract to build ships, and it 
appears to us that they were not able to fulfill that contract ; at least 
they did not get the ships out in time. 

Capt. Stanley. I do not profess to understand the Hog Island 
situation. I should say the Hog Island situation, although it is 
very important and a very big job, is not comparable with these 
power projects, taken altogether. 

Senator Nelson. I want to say to you that, in investigating these 
Government activities, we have found the utmost extravagance and 
waste in all directions. 

Capt. Stanley. Yes, sir. 

Senator Nelson. And the debt is piling up on us, and we will 
have hard work in time of peace to float bonds ; we have been having 
hard work at this time ; and you ought to have a little mercy on the 
Government. 

Capt. Stanley. We tried to do that, sir. 

I want to finish the estimate to show you that we did have that 
deliberately in mind. There was this note at the bottom of the esti- 
mate, and this applies not only to economy but also to your idea of 
utilizing Army officers: 

The above estimate is on the basis of utilizing Army engineers for practi- 
cally all field and engineering work. Should this procedure prove to be 
Impossible or inadvisable, the estimate should be raised to include an allow- 
ance covering the salaries and traveling expenses of a suitable number of 
expert power engineers. Such additional sum, if required, is believed to be 
not less than $125,000. covering 20 engineers, at an average salary of $4,000 
each, and a total traveling allowance of $45,000. 

Senator Nelson. I would like to call your attention to the fact 
that Mr. Hurley, chairman of the Shipping Board, and the other 
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members of that board get only $7,500 a year. The head of the 
Shipping Board gets only $7,500 a year, and you have the gall to 
come in here with an estimate of $12,000 for the salary of the man . 
in charge of this work. 

Capt. Stanley. It was not intended to be gall ; and I did not know 
what the salaries of those other officers were. But I want to point 
out that the power administrator imder this bill will have to keep 
himself posted and in touch with the power situation throughout the 
entire country. If he does not do that, he can not do his job well. 
He can not be a small man and do that. 

Senator Nelson. You measure men b}^ money ; and your theor>^ is 
that we can not get good men unless we pay them outrageous salaries. 
I believe there is a little patriotism left in the American people. 

Capt. Stanley; I do, too, sir. 

Senator Nelson. And that good people can be found who are 
willing to work at moderate salaries. 

Capt. Stanley. If you can find him, do not penalize the Govern- 
ment by paying money if he does not need it; but if you can not find 
him, do not penalize the war by making it impossible for the right 
man to take the job. That was our only feeling in connection with 
the estimate. 

Senator Martin. Mr. Chairman, is this not a good place to end the 
hearing? 

The Chairman. Yes. Do you want to ask anything further. Sen- 
ator Nelson ? If not, that will be all, Capt. Stanley. 

We will take the matter up further in the committee. I do not 
know that we will want to hold any further hearings ; but if we do 
we will let you know, Capt. Stanley. 

(Thereupon, at 12.15 o'clock p. ni., the committee adjourned.) 
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